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The Northeast industrial Area of Pennsylvania— 


An Economic Base Study 


_ Editor’s Note: During the past.year the Bureau has been engaged in the prepa- 
ration of an economic base study of the Northeast Industrial Area of Pennsylvania 
under contract with the Pennsylvania Department of Labor and Industry, Bureau 
of Employment Security. By special arrangement with the Department, a summary 
of the research has been prepared for presentation in the Bulletin. The detailed 
findings and the recommendations are the property of the Commonwealth and may 
be obtained from the Office of the Executive Director, of the Bureau of Employment 


Security. 


The entire Bureau staff and many members of the faculty of the School of 
Business and Public Administration have participated in this research.* A partial 
list of participants is included with the text of this article. A number of others have 
also made real contributions to this work. A list of the yor ag non-university 

contributors is contained in the introductory section of this article. 


THE existence of increasingly high un- 
employment in the anthracite mining 
counties of northeastern Pennsylvania 
during the last three decades is clear 
evidence of the economic structural mal- 
adjustment within the area. Largely the 
result of the decline in the anthracite 
industry, the situation has also varied 
with changes in the general level of 
activity indicating the high sensitivity of 
a changing economic structure to current 
shifts in the economy direction and 
movement. 


The fact that this region has grown 
up around the anthracite industry has 
caused the development of service indus- 
tries equipped to deal principally with it. 
It has also given rise to the growth of 
the textile industry which relies heavily 
upon female labor, and which industry 
in the beginning was attracted to the area 
by the low wages of miners. This pattern 
of development has tended to minimize 
the attractiveness of the area to many 
other manufacturing industries, largely 
because neither proper facilities nor pools 
of skilled labor suitable for other appli- 
cations have developed. The incumbent 
disadvantage of this industrial depend- 
ence has been intensified as the anthra- 
cite industry has declined, and this dis- 
advantage now stands as one of the main 
elements in retarding new growth. This 
is not to say that the economic solution 
rests solely in bringing new industry to 
the coal counties. Rather, as this report 


will show, the life of this region has 
been inextricably associated with anthra- 
cite. Its well being now and in the future 
must depend in part, at least, upon re- 
habilitation of that industry as well as 
upon the balanced development of sup- 
porting and unrelated industrial groups. 

Even during the period since the Ko- 
rean Crisis, a period of persistent labor 
shortages in many parts of Pennsylvania, 
nearly three times as large a proportion 


*A partial list of contributors includes: 
John F, Adams, who organized, directed, 
and coordinated the entire project, Ster- 
ling K. Atkinson, Theodore Bakerman, 
W. Roy Buckwalter, Stanley F. Chamber- 
lin, Myron S&S. Heidingsfield, Irwin S. 
Hoffer, Nathaniel Jackendoff, Kenneth A. 
Middleton, Russell H. Mack, William J. 
McKenna, William T. Rule, and Raymond 
S. Short, each of whom took responsibil- 
ity for supervising, organizing and pre- 
paring one or more phases of the re- 
search. 

Other members of the School of Busi- 
ness staff participating include: Edward 
Cassel, Oscar S. Dooley, M. Adele Frisbie, 
Thurston Graden, Guy C. Gramley, Jr., 
Harold M. Haas, Ingrid Hahne, Rosella 
James, Gayle K. Lawrence, Paul Lazar, 
Marian R. Meinkoth, James Mullen, James 
_Pye, Jr., Henry M. M. Richards, Rosamond 
J. Sanderson and Harmon Webb. 

Special note must be made of the work 
of the Business Librarian, Mrs. Edith 
Finch and her associates, Eunice Edwards 
and Carol Paivinen. 


A partial list of other participants 
includes: Irma Bailer, Betty Jane Ber- 
rien, Josephine Campbell, Scott Campbell, 
Robert E. Cook, Margaret Cornelius, 
Ulysses A. Fetterman, Miriam P. Frank- 
lin, Daniel Friedman, Fred C. Hartmeyer, 
Helmuth Heise, Rosemary Hlavecek, Paul 
Jarosh, Dolores Korman, Barbara Litty, 
J. J. Makamal, Mary Matayoshi, Jerome 
Pearlman, Stella T. Pogany, Fred Prat- 
ley, Jr., Joseph C. Reich, Herman Rose- 
man, Jules Roth, Warren Schimmel, John 
C. Sevier, Judith Shanefield, Elizabeth 
Spera, Larry Trexler, and Everett A. Wick. 
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of the labor force of this region has been 
unemployed as in Pennsylvania as a 
whole. Moreover, an examination of the 
lists of unemployeds, classified by skill 
or occupation, shows that it is not related 
entirely to mining but rather is com- 
posed of considerable group having some 
experience in a number of different in- 
dustries. Unlike many industrial areas, 
also experiencing current high unemploy- 
ment as a result of the necessity for 
curtailing civilian production in the in- 
terest of defense, this area faces a con- 
tinuing problem of unemployment and 
underemployment of resources unless 
steps are taken to modify its basic eco- 
nomic structure. 


Recently, in cognizance of the high 
unemployment situation, parts of this 
region have been classified by the Na- 
tional Production Authority as a de- 
pressed area, i.e., one in which the rate 
of unemployment is sufficiently high to 
warrant favorable treatment in awarding 
defense contracts. Moreover, repeated 
efforts of the communities themselves as 
well as of interested state agencies to 
improve the unemployment situation have 
led to the development of a number of 
specialized projects, all designed to at- 
tract into the area new industries or 
additional capacity and facilities of al- 
ready existing industries. These projects 
in the past have been only partially suc- 
cessful. Continued indifferent success, 
even after the assignment of the “dis- 
tressed area” classification is evidenced 
by the fact that only a few new or addi- 
tional enterprises, including subcontract 
operations, have come into this region. 


This continued pattern of depression 
and the failure of the area to attract new 
industry, even with favorable contract 
treatment, lead interested agencies at 
both the state and area level to question 
whether the resources of the region were 
adequate to warrant or support continued 


efforts to develop it, and, if so, what 
programs or methods of development 
might be expected to be most successful. 
It was suggested in'some quarters that 
the area had achieved economic maturity 
and, by virtue of its lack of resources of 
all types, was passing into a period of 
secular decline, from which little recov- 
ery might soon be expected. Quite ob- 
viously, were this the case, continued 
development programs of any sort would 
be uneconomic, Under these circum- 
stances, the soundest proposal would be 
one designed to establish ways and means 
for encouraging emigration of the bulk 
of the unemployed working population 
from the region as expeditiously as pos- 
sible and helping them to find a location 
where opportunties for earning a living 
were more abundant, 


THE PURPOSE OF THE STUDY 

The Pennsylvania Bureau of Employ- 
ment Security and its parent organiza- 
tion, the Commonwealth Department of 
Labor and Industry, which are charged 
by law with the responsibility for allevi- 
ating unemployment and administering 
the unemployment insurance program, 
have long been interested in the problem 
of the anthracite region. Preparation of 
the basic materials supporting the dis- 
tressed area classifications, development 
of brochures for national circulation in 
connection with the defense effort and 
direct employer aids both in securing 
defense contract consideration and in at- 
tracting new industries to the area by 
providing information concerning it are 
but a few of this department’s current 
activities designed to aid in the develop- 
ment of the region. In an effort to evalu- 
ate these programs on the one hand, and 
to determine (1) whether there is reason 
to think future aids could be effective 
and (2) the most effective courses of 
future action, these agencies determined 
to conduct a study of the economy of 
this region. For this purpose the Depart- 
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ment, contracted with the Temple Uni- 
versity School of Business and Public 
Administration Bureau of Economic and 
Business Research to prepare an eco- 
nomic base study for the region and to 
develop such proposals for its economic 
rehabilitation as seemed proper in the 
light of the resources now available in 
that area. 


The purpose of this study, therefore, 
was to organize and integrate all of the 
basic facts concerning the economic life 
of the region with a view to determining 
whether or not there was adequate basis 
for development or redevelopment within 
the region to warrant continuation of the 
various aid programs sponsored by state, 
federal, and local governments as well as 
by private and community organizations. 
Obviously, once the data were assembled, 
the second step had to be the development 
of specific recommendations based upon 
the findings which could provide both di- 
rection and the means for making the 
proposals for redevelopment effective. 


Organization of the Study 


The study, as it was originally de- 
signed, aimed to bring together all of 
the basic economic material related to 
the development of the Northeast Indus- 
trial Area of Pennsylvania, that is, the 
anthracite coal counties and their peri- 
phery, consisting of Carbon, Columbia, 
Lackawanna, Luzerne, Monroe, Montour, 
Northumberland, Pike, Schuylkill, Sus- 
quehanna, Wayne, and Wyoming Coun- 
ties. In recent years these counties have 
been responsible for more than 90% of 
all of the anthracite produced in the 
United States and nearly all of that pro- 
duced in Pennsylvania. Most of the an- 
thracite is produced in five of these coun- 
ties, namely, Carbon, Lackawanna, Lu- 
zerne, Northumberland, and Schuylkill. 
A small but commercial output also 
comes from Columbia and Wyoming 
Counties. The balance of the counties 
were included in the region to be studied, 


although they produce no anthracite, be- 
cause they were adjacent to the coal 
areas and because their economies are 
linked to those of the coal region. Eco- 
nomic trends indicate a high degree of 
homogeneity among the counties, al- 
though sharp differences have become 
evident in recent years, These areas also 
serve as a source of labor supply for the 
coal region and there is some correla- 
tion in employment trends among them. 


To carry on this work, the subject mat- 
ter was subdivided into a number of 
broad categories, including (1) demog- 
raphy, (2) labor force, and employment 
and unemployment by industry groups, 
(3) industrial relations, (4) natural re- 
sources, (5) transportation facilities, (6) 
community facilities, (7) site, building, 
and equipment availability, (8) govern- 
mental influences, including taxation and 
industrial inducements, (9) capital and 
credit facilities, (10) marketing analysis, 
(11) business decision survey, (12) in- 
dustrial and economic balance, including 
income trend analysis and (13) selected 
special industry studies, subdivided for 
presentation into (a) heavy manufactur- 
ing industry, (b) light manufacturing 
industry, and (c) nonmanufacturing in- 
dustries. Each of these broad subjects 
was then assigned to a specialist in that 
area of the science of economic analysis 
for organization and development. Sub- 
sequent to considerable preliminary re- 
search and joint discussion, the areas 
were carefully delineated around a mas- 
ter outline and both primary and second- 
ary research was begun. 


As the materials were gathered and 
assembled many necessary changes in the 
original plan of analysis became essential 
because of the paucity of materials on 
the one hand and because of the neces- 
sity for giving greater or lesser weight 


to particular findings. That there should 


be such changes in the course of a re- 
search study of this scope and magnitude 
is normal and was to be expected. The 
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findings resulting are the stronger for 
them.! 


Methods of Study 


Throughout this work it must be clear 
that it has been the Bureau’s function to 
assemble and to analyze basic data with 
a view to determining the economic po- 
tential of the area. It must also be clear 
that a detailed study of any one of the 
subject areas noted would require months 
of effort and financial resources beyond 
the scope of this research. It has been 
restricted, thus, to the assembling and 
analysis of all of the best available data 
with as much primary research as was 
necessary and feasible to verify or es- 
tablish the findings. No attempt has been 
made by this Bureau to do primary re- 
search in nor to conduct field surveys to 
determine the type and extent of natural 
resources or other physical elements of 
the area. Nor was it ever contemplated 
that this Bureau, which specializes in 
economic and business research, should 
develop independent geological or other 
natural resource surveys, as such. How- 


1The entire study will be presented in 
several parts by the Commonwealth De- 
partment of Labor and Industry, Bureau 
of Employment Security. The first volume 
will contain a summary of the principal 
findings coming out of this research and 
the broad reco endations designed to 
aid the process of development now going 
on in the region. It will also contain four 
specialized summaries and the resultant 
recommendations including (1) proposal for 
the redevelopment of transportation in the 
Northeast Industrial Area of Pennsylvania, 
(2) the effect of the growth of the Dela- 
ware Valley Industrial development on the 
Northeast Industrial Area, (3) a summary 
of the advantages of the Avoca Airport 
Site for a military installation and (4) de- 
tailed study of the anthracite industry. 
The second and following volumes will 
contain the basic research studies upon 
which these recommendations are based. 
The first of these three volumes will con- 
tain Section I through V, including (1) 
demographic trends, (II) labor force, em- 
ployment, and unemployment, (III) labor 
relations, (IV) natural resources, and (V) 
transportation facilities. The second of 
these volumes presents the studies of 
(VI) community facilities, (VII) a survey 
of potential and existing sites and build- 
ings, and including a study of building 
costs and regulations, (VIII) government 
regulations, and industrial inducements, 
(XI) financial influences, and (X) a mar- 
keting analysis of the Northeast Indus- 
trial Area. The last volume includes (xb 
a study of the degree to which the region 
has attained or may be expected to attain 
industrial balance and (XII, XIII, and 
XIV) all of the special industry studies. 


ever, the best information available from 
all sources has been developed and 
brought together into one place for an- 
alysis in combination with other eco- 
nomic materials presented. Lack of such 
primary data has been a severe impedi- 
ment in certain instances, and has re- 
quired the development or use of substi- 
tute materials in one or two cases at 
some sacrifice of content. The study, 
therefore, has been tailored so as to re- 
flect the primary economic trends, util- 
izing as much primary current material 
as was possible and relying on secondary 
sources for many long-term trends where 
acceptable data were available. Many 
additional independent and original in- 
formation-gathering devices were also 
used to complete the research. 

An example may help to illustrate the 
methods used and to assist other re- 
searchers in evaluating the study. In the 
area of housing, for example, a com- 
pletely definitive study would have re- 
quired a census. Obviously, neither time 
nor resources were available for such 
survey. Accordingly, the materials pre- 
pared by the United States Bureau of the 
Census in 1950 were taken as the basis 
for this analysis and these were com- 
pared with data for earlier census years 
to show trends. Records of the Housing 
Expediter and the Office of Federal Rent 
Control were examined carefully for cur- 
rent information. Market surveys were 
then used to obtain measures of building 
and other related activities, by type. The 
records of the Department of Labor and 
Industry on construction and demolitions, 
where available, were carefully examined 
as were the basic data of the planning 
commission. A questionnaire survey was 
then sent to all registered realtors in the 
area to obtain other current information. 
The latter was then supplemented by a 
sample field survey involving both previ- 
ously contacted realtors and many addi- © 
tional persons. After all of these mate- 
rials were assembled and evaluated, the 
final analysis was prepared. In this as in 
all other sections, materials of all types 
ranging from thorough and complete cen- 
suses to area sampling and from com- 
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plete historical sequences to current or 
spot data have been utilized. All of the 
material has been verified carefully by 
independent as well as by cross-analysis. 
Thus, this study blends all of the mate- 
rials available regardless of original 
form into a common and usable unit. 

In some instances, it was not possible 
to completely reconcile nor to justify 
differences between the patterns of in- 
formation available from different 
sources. Occasionally, findings by mail 
sample and subsequent oral surveys were 
not in complete agreement with the pub- 
lished findings of other research groups. 
Where this was the case, we have re- 
sorted to further detailed study includ- 
ing field interviewing. Where a complete 
reconciliation remained impossible after 
exhausting all of the available resources, 
all data were presented along with some 
alternative explanations for the differ- 
ences, 

Although similar procedures have been 
used in connection with each of the 
major areas of study, the degree of in- 
dividual sampling and oral interviewing 
varied widely among them, depending 
first upon the import of the subject to 
the analysis and second upon the ade- 
quacy of other data available in the field. 
As one measure of the magnitude of this 
operation, it may be noted that, alto- 
gether, some 11 separate mail question- 
naires were utilized. Each was followed 
by interview sampling. Altogether, there 
have been nearly 1,000 field interviews in 
selected areas. 


Participants and Sources 

Rather extensive use has also been 
made of the information amassed by the 
Commonwealth through its Department 
of Labor and Industry, particularly the 
Bureau of Employment Security. Espe- 
cial credit must be given to the Honor- 
able David M. Walker, Secretary of the 
Department of Labor and Industry, whose 
foresight prompted the study. 

The Bureau wishes to acknowledge the 
great assistance given this work by Mr. 
A. J. Caruso, Executive Director of the 
Bureau of Employment Security, who 


DAVID M. WALKER, Secretary 
Department of Labor and Industry 


has cooperated wholeheartedly in this 
work, both in preparing specialized infor- 
mation in response and by personally go- 
ing into the subject area to aid and sup- 
pert Bureau personnel engaged in sur- 
vey and other work. The assistance rend- 
ered by the Bureau of Employment Se- 
curity in the work carried on for this 
study has been absolutely essential to its 
completion. Without this aid, it would 
have been impossible to have obtained 
the specific material underlying the con- 
clusions in a number of specific fields. 

Much assistance was also given Bu- 
reau personnel by Dr. Frank P. Maguire, 
Manager of District 10 of the Pennsyl- 
vania State Employment Service, who 
served as liaison between researchers and 
many of the resident enterprises of the 
area. Mr. P. J. Connolly, Pennsylvania 
State Employment Service District 3 
Manager, has worked directly with the 
Bureau and has made his office and per- 
sonnel available to it for many purposes 
in the course of this work. Mr. William 
H. Tinsman, Manager of District 4 of 
the Pennsylvania State Employment Ser- 
vice, also gave much assistance in obtain- 
ing basic material from personnel in the 
area covered by his office. 

Real credit is due to all of the man- 
agers of the local Pennsylvania State 
Employment Service offices within the 
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Participants in recent Bureau Projects, (standing) 


‘ 4 
e Department Heads 


emp 


Dr. Buckwalter (Management), Dr. Atkinson (Accounting), Dr. Mack (Economics), 
Dr. Heidingsfield (Marketing) and Mr. P. J. Connolly, State Employment Service. 


(Seated) Dr. F. P. M 


aguire, State Employment Service; Dr. Adams, and A. J. 


Caruso, State Bureau of Employment Security. 


region, all of whom have worked directly 
with the Bureau staff in the conduct of 
all field work, particularly in securing ap- 
pointments with industrial personnel re- 
search materials detailing employment, 
unemployment, occupational skills, and 
the like. Without their wholehearted co- 
operation, the development of much of 
the material in the basic research sec- 
tions would not have been possible. Much 
material is prepared by the sub-divisions 
of government in response to federal and 
state requirements, but generally these 
are integrated or coordinated into a mas- 
ter series and the individual data are 
never so presented by the central agency 
that they may be isolated. Without the 
personal assistance from the local repre- 
sentatives of all levels of government, 
but particularly from those of the Penn- 
sylvania State Employment Service, 
much of this material could never have 
been assembled in such fashion as to be 
useful. 

The Research and Statistics Staff of 
the Bureau of Employment Security, 
under the direction of Mr. Rolland S. 
Wallis, has worked closely with this Bu- 
reau, aiding in the development as well 
as analysis of much specialized informa- 


tion. Mr. Irwin F. O. Wingeard made 
available all employment service data on 
labor force, employment, and unemploy- 
ment, including occupational data, for 
each of the three labor market areas in- 
volving parts of the subject counties. Al- 
though these include only Lackawanna, 
Luzerne, and Schuylkill Counties, they 
represent a major share of the total 
population and labor force and, thus, 
served as a basis for deriving statistical 
estimates for certain of the other coun- 
ties and industry groups.2 Mr. Jack 
Brown also of that same agency prepared 
and compiled unemployment insurance 
claims data and covered employment sta- 
tistics for each of the local office areas of 
the twelve counties involved in this study. 
These data were basic to the preparation 
of detailed employment estimates of all 
types and facilitated our work greatly. 
Mr. James Weigand and Mr. John Feeney 
were also closely associated with the 
work. 

Mr. Chester S. Nagel, also of the Bu- 
reau of Employment Security, contrib- 


2Agreement as to methodology and re- 
sult make these series comparable as to 
concept and magnitude with those pre- 
pered by the Bureau of Employment Se- 
eurity. 
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uted directly to the conduct of this study 
by preparing parts of the natural re- 
source section, including water resources. 
He has also assisted in the compilation 
of material from the records of the 
Banking Commission and the Depart- 
ment of Public Instruction for use in 
other sections. 


Mr. Thomas Dermott of the Executive 
Director’s office has been of real assist- 
ance in this work, both facilitating con- 
tacts in Harrisburg, and gathering and 
coordinating information of various 
types. The accounting and records sec- 
tion of the Bureau of Employment Se- 
curity compiled the specialized mailing 
lists for use in surveying particular in- 
dustry groups. 

The Honorable William S. Livengood, 
Jr., Secretary of the Pennsylvania De- 
partment of Internal Affairs, and his en- 
tire staff, particularly Mr. Gus Stein- 
metz, Chief of the Public Information Di- 
vision, have worked closely with this 
Bureau in developing this study. Much 
of the detailed statistical materials for 
industries on an area and county basis 
have come from the records of that de- 
partment. Mr. Elmer T. Larson, Assist- 
ant Director of the Bureau of Statistics, 
spent much time with Bureau personnel 
both in developing concepts and in pre- 
paring statistical materials. A large 
amount of the unpublished material for 
the counties, utilized throughout the re- 
port has been taken from the specialized 
manufacturing industry questionnaires 
collected by his staff. Other unpublished 
tabulations have also been of inestimable 
value in the preparation of this report 
and real credit is due them for the main- 
tenance of detail in such form as to be 
useful for a long historical period. 

The Department of Commerce, under 
Secretary Andrew J. Sordoni, also has 
contributed to the conduct of this work. 
One of the sponsoring agencies, its staff 
lead by Admiral William Behrens, Dep- 
uty Secretary, has devoted much effort 
to providing industrial contact material. 
Special mention must be made of the 
very real assistance given by Mr. Roy 
Helton, Assistant Director in Charge of 


Research, State Planning Commission, 
and Mr. Robert Cummings, Executive 
Assistant in Charge of Industrial Pro- 
motion, Department of Commerce, who 
made large amounts of material avail- 
able to us for use in connection with this 
study. 

The Bureau must also acknowledge the 
great assistance given by the United 
States Bureau of the Census in the con- 
duct of this work. The willingness of 
that agency to make preliminary data 
from the 1950 enumeration available to 
us has been a real factor in permitting 
completion of this study. Special refer- 
ence should be made to Mr. Chester E. 
Rightor and Mr. Robert Voight of that 
agency for their willing cooperation. 

. The Bureau is indebted to many others 
for assistance in this work. Particularly 
the leaders of the communities within the 
subject area. Although the list is too 
long to include, many industrial, labor, 
and church leaders of the area as well as 
representatives of business corporations, 
chambers of commerce, community devel- 
opment associations, and local govern- 
ment organizations, all have supplied 
information to our interviewers as well 
as to the professional personnel engaged 
in this study, and thus, have helped to 
make it a solid research piece. 

As was noted, the research work on 
this project has been conducted by and 
under the direction of the Temple Uni- 
versity Bureau of Economic and Busi- 
ness Research. In carrying on this work, 
section chairmen, from appropriate divi- 
sions of the University, were appointed 
to supervise the work in each of the broad 
subject areas. These men, assisted by 
many others, assembled and analyzed all 
of the pertinent materials available or 
potentially available in accord with the 
study plan prepared by the Bureau. 

After completing the basic research 
and organizing the sections for presenta- 
tion, the Bureau staff analyzed all of the 
material from an overall point of view 
for the purpose of determining the eco- 
nomic potentials of the area and evolv- 
ing a suitable plan for development ac- 
tivities. Although credit must logically 
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be given to each of the participants and 
particularly to the section chairmen who 
have undertaken the basic work, in the 
last analysis the responsibility for this 
study and all conclusions and recommen- 
dations is, and must be, assumed by the 
Bureau of Economic and Business Re- 
search. 


The following discussion summarizes 
the basic research materials composing 
the study. No detailed statement of the 
resulting recommendations is presented, 
although some of the elements of the 
plan for redevelopment will be apparent 
from the character of the findings. 


POPULATION? 


A considerable analysis of the demo- 
graphic aspects of the Northeast Indus- 
trial Area’s development trends clearly 
demonstrates that the current pattern of 
population change differs only in degree 
from that established during the past 
three to five decades. Generally, the his- 
torical pattern has been one of relative 
downward readjustment followed by an 
absolute current decline, mainly the re- 
sult of out-migration. There are consid- 
erable differences between two sections 
of the region. Broadly, the principal de- 
cline and readjustments have taken place 
in the interior or anthracite counties 
while the peripheral counties have shown 
a fluctuating increase tending downward 
since 1940. This population trend for the 
anthracite counties seems to be closely 
related to the rise and decline of coal 
production as would be expected. The 
pattern in those counties in which an- 
thracite is unimportant has been one of 
growth, although the rate has been be- 
low that for the state. (See Table 1.) 


The pattern of change in total popu- 
lation throughout the area parallels that 
for the state as a whole, although it 
differs in degree. In the decade ending in 
1900 the rate of increase for the region 


8The work on the Northeast Industrial 
Area Project dealing with demographic 
trends was developed principally by Dr. 
Irwin S. Hoffer, Chairman, Department of 
Statistics, Temple University School of 
Business and Public Administration. 


stood at 23.6%, that for Pennsylvania at 
21.6%. Thereafter, the rate of increase 
for both entities declined, although the 
rate of decline was sharper for the region 
than for Pennsylvania as a whole, actual 
declines being recorded for the decades 
ending in both 1940 and 1950. A sharp 
difference in trend is evident when the 
interior and peripheral counties are com- 
pared. Historically, the rate of increase 
for the peripheral counties was much 
below and quite different from that of the 
interior counties. Generally, the rate of 
population change for the interior re- 
gions has followed that for the state, 
though with some accentuation of move- 
ment, particularly following 1900. That 
for the peripheral counties has been low 
in all years, but rose from 1930 through 
1940 while that for the region as a whole 
and for the interior counties alone de- 
clined. 


Emigration, the principal cause of 
these trends, has appealed to the young 
more than the old and to men rather 
than to women, for several reasons. One 
of the chief reasons is the relative growth 
of employment opportunities for women 
in the area, concurrently with the decline 
in those for men in the anthracite mines. 
In the counties outside the anthracite 
area, there have been no such sweeping 
changes in population growth or in age 
and sex distribution; the experience of 
these “peripheral” counties can be largely 
explained in terms of their predomi- 
nantly rural character and the relatively 
slow growth of such regions throughout 
the nation except during the depression 
decade of the 1930’s. (See Table 1.) 


Thus, the principal demographic pat- 
terns for the region may be summarized 
as follows: 


(1) Heavy out-migration from the in- 
terior counties, some out-migra- 
tion from the peripheral counties. 


(2) Change in age distribution, the 
population aging at a considerably 
more rapid rate in the region than 
is true for the country as a whole. 
An actual increase in the popula- 

tion age 65 and over in the face of 
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TABLE 1 


Population of Northeast Industrial Area Counties by Major Division 
and for Pennsylvania, by Decades, 1890-1950 


Actual Population 


% Increase Between Censuses! 


“In- “Peri- 
terior” “Peripheral” terior” pheral” Penn- 
Year Counties Counties Region Counties Counties Region sylvania 
1890 610,776 168,994 779,770 
1900 759,300 172,715 932,015 24.3 22 19.5 19.9 
1910 974,916 176,800 1,151,716 28.4 2.4 23.6 21.6 
1920 1,079,700 169,841 1,249,541 10.7 —3.9 8.5 13.8 
1980 1,182,895 176,832 1,359,727 9.6 4.1 8.8 10.5 
1940 1,159,714 184,662 1,344,376 — 2.0 4.4 —1.1 2.8 
1950 1,024,887 188,873 1,213,760 —11.6 2.3 —9.7 6.0 


Source: U. S. Department of Commerce, Bureau of the Census, Population Reports 
1A minus sign indicates a decrease. 


(3) 


(4) 


an overall decline both in total 
population and in all of the young- 
er age groups is significant of the 
changing economic character of 
the region. Such experience was to 
be expected in view of the pattern 
of out-migration. At the same 
time, however, there has been an 
increase in the number of persons 
of family age and the number of 
family units has increased, placing 


some strain on housing facilities in . 


the area. Even so, it may be noted 
that the number of marriages and 
the number of families existing in 
the area is still below the national 
average. 


A change in sex distribution has 
resulted from the fact that migra- 
tions have been primarily related 
to the male group. Though histor- 
ically a resource section with a 
considerable excess of males, by 
1950, on the basis of preliminary 
information available, the female 
proportion of total population ap- 
pears to have increased beyond the 
half-way mark. 


The number of foreign born in the 
total population has decreased 
rather sharply since 1910, with de- 
creased immigration and its chang- 
ing character and the decline of 
anthracite labor requirements. 


LABOR FORCE, EMPLOYMENT, 
AND UNEMPLOYMENT‘ 


The labor force has declined during the 
past ten years for the entire Northeast 
Industrial Area as would be expected in 
view of the decline in total population. 
However, the labor force as a proportion 
of population, i.e., the participation rate, 
has continued at about the same level for 
the region. The total number of em- 
ployers has increased over the period 
rising by nearly 7% from 1940 to 1951. 
Some detail on this is presented in 
Table 2. 

The unemployment problem of the 
Northeast Industrial Area of Pennsyl- 
vania has been largely confined to the 
anthracite counties. Similarly, changes in 
total labor force and in the character of 
labor force have been restricted mainly 
to the three counties, Lackawanna, Lu- 


‘The work on the Northeast Industrial 
Area Project dealing with labor force, 
employment, and unemployment was de- 
veloped principally by Mr. Kenneth Mid- 
dleton of the Statistics Department of the 
Temple University School of Business and 
Public Administration. He was assisted by 
Mr. Paul Lazar. Considerable assistance in 
the development of these statistics was 
given by Rolland S. Wallis, Director of 
Research and Statistics of the Pennsyl- 
vania Bureau of Employment Security and 
Mr. Irwin F. O. Wingeard, Mr. Jack Brown, 
Mr. John Feeney, and Mr. James Weigand, 
also of that agency. 
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TABLE 2 


Summary for the Region!: Population, Labor Force, Employment, and Unemployment, 
1940-19512 
(In Thousands) 


1940 1941 1942 19438 19448 


1945 1946 1947 1948 1949 1950 1951 


Population‘ .. 
Civilian 


. 1334.6 1311.3 1267.8 1229.3 1210.8 1210.7 1216.9 1230.2 1224.6 1214.6 1198.8 


Labor Force 528.0 522.3 491.9 453.7 429.7 419.2 471.5 482.0 488.3 476.5 477.1 


As % of Pop.. 39.6 39.8 38.8 36.9 35.5 34.6 38.7 39.2 39.9 39.2 39.8 
Unemployment 139.1 71.3 31.6 11.9 8.2 35.2 60.6 61.0 37.9 66.6 51.1 46.6 
As of 

aor Force 26.3 13.6 6.4 2.6 1.9 8.4 12.8 12.7 7.8 14.0 10.7 
Total Employ... 388.9 451.0 460.3 442.0 421.5 384.0 410.9 421.0 450.4 409.9 426.0 
Minin@ ....... 87.7. 78.6 66.4 77.3: 746 60%: 70.2 729 
Construction 8.8 8.9 5.8 7.4 5.2 63S. 160 227 
Manufacturing 76.5 95.4 96.8 111.6 121.1 120.1 117.3 122.9 128.8 121.7 
Trans., Comm., 

Pub... UG .. 25.2 26.5 25.4 26.0 25.6 25.5 30.7 $1.2 38.3 32.5 
Trade, Whsle. 

and Retail . 39.9 41.9 35.7 38.1 38.4 40.2 48.4 52.2 56.6 57.0 
Finan., 

Real Est. B 6.2 6.6 6.2 6.3 5.9 6.2 6.9 Fe 1.2 7.5 
Services, Ex. 

Domestics .. 38.0 39.4 31.3 26.0 26.0 38.6 35.1 34.8 37.4 36.7 
Miscellaneous® 83.0 126.3 145.7 120.5 95.8 59.0 53.1 55.7 69.5 47.1 
Agricultural 23.6 27.6 27.7 26.6 26.1 24.2 25.2 25.7 26.8 23.2 


1Excluding Pike County. 


2All data represent averages for the 3rd quarter of the year, except where otherwise 


specified. 


sPopulation data excepted, data for 1943 and 1944 represent September only. 
¢Population data refer to August only, throughout. 
5Includes self-employeds and proprietors, civilian government employees, domestics, and 


casual labor. 


zerne, and Schuylkill. Even in these cases, 
there has been a substantial change in 
the effect of national conditions on the 
level of unemployment at the local level. 
A considerable degree of flexibility has 
been evident in the industries in the area. 
However, the existence of new growth 
and the marginal character of some of 
the old industries has been indicated by 
the change in rate of labor force utiliza- 
tion during and since World War Ii. 


The significant findings of this section 
may be summarized by noting the chang- 
ing trends in labor force and employment 
by category. 


(1) Significantly, the size of the labor 
force has declined in the interior 
but has increased in the peripheral 
counties, 


(2) Total employment has increased 

within the area both absolutely 
and relatively as a proportion of 
labor force. 


(3) Manufacturing employment as a 
proportion of the total has in- 
creased sharply, whereas mining 
employment has declined. 


(4) Unemployment has declined during 
the period as a whole, though 
sharp fluctuations are "evident 
within it. 

The unemployment problem of the 12 
northeastern counties of Pennsylvania is 
largely confined to the anthracite counties. 
Even in these counties, unemployment 
has been substantially less since World 
War II than before it. During the war, it 
nearly disappeared, at first because of 
new jobs in war industry, but later be- 
cause of entries into the armed services 
and wartime emigration. Unemployment 
reappeared after the war but has not as 
yet returned to the prewar level; signifi- 
cantly a greater proportion of the relief 
was due to out-migration than to the 
creation of new jobs. A sharp temporary 


| 
| 
| 
| 


12 THE NORTHEAST INDUSTRIAL AREA OF PENNSYLVANIA 


rise in unemployment in 1949 revealed 
the sensitivity of newly developing and 
marginal industry, to general economic 
conditions, but the accelerated defense 
program has reduced unemployment since 
that year to a level lower than that sus- 
tained during the postwar pre-Korea 
years. 


Emigration, a principal cause of low- 
ered postwar unemployment carried away 
unusual proportions of young people, 
especially those in the 14-24 age group. 
Many more maies than females left the 
depressed areas. This was to be expected 
because the incidence of unemployment 
was especially high among the young in 
1940, and the new job opportunities in 
the area have been far greater for women 
than for men. The out-migration has 
somewhat reduced the balance, but un- 
employment still bears heavily on the 
younger groups and especially on the 
men. During the 1930’s, also, the coal 
region was a trouble spot for unemploy- 
ment, but there was less adjustment 
through migration, probably because the 
rest of the country was less inviting dur- 
ing the depression decade. 


The people left behind include a larger 
proportion of the elderly and immobile. 
The numbers 65 and over have actually 
increased materially. Unemployment in- 
cidence is now relatively high among 
these older men (as well as among the 
younger), although they are a fairly small 
part of the total number unemployed. 


New jobs, less significant in the aggre- 
gate than out-migration in providing 
relief for unemployment, were of more 
importance in some counties. They have 
appeared mainly in manufacturing, above 
all in the garment industry, but to a con- 
siderable degree in the metals trades— 
and also in trade and service. The num- 
ber of people employed in the late 1940’s 
was greater absolutely than before the 
war. Carbon, Luzerne, and Northumber- 
land Counties have shown considerable 
improvement, Carbon and Northumber- 
land mainly because of new jobs, Luzerne 
more significantly because of emigration, 
but rising employment in trade has been 


especially notable in Luzerne (as com- 
pared with similar employment in other 
counties). Lackawanna and Schuylkill 
Counties both show less change, the for- 
mer because of extra heavy declines in 
mining, not so fully offset by gains in 
other activities, and the latter because of 
the unusual relative importance of min- 
ing in its economy. Manufacturing was 
more important than mining in every 
county except Schuylkill after the war. 


Expanding job opportunities have been 
especially great for women. In Lacka- 
wanna and Luzerne Counties, combined, 
39% more women were employed in 1950 
than in 1940, but only 8% more men. 
This is largely because of the great in- 
crease in the garment industry and to a 
lesser extent in trade, where large num- 
bers of women are employed. But in addi- 
tion to this, there were increases in the 
proportions of women in individual in- 
dustries, including metals manufacturing 
during the war, which increases have 
largely persisted. 


Women made up 26% of the employed 
labor force in Lackawanna and Luzerne 
Counties, in 1940, rising to 31% in 1950. 
But they were only 16% of the unem- 
ployed group in the latter year, as com- 
pared to 22% in the earlier. It is no 
exaggeration to say that the problem is 
to find jobs for the youngest men in the 
labor force and also to find jobs or other 
means of support for the oldest men (and 
those nearing that age group). The prob- 
lem cannot be greatly alleviated by a 
growth in industries which employ and 
continue to employ large percentages of 
women. The incidence of unemployment 
among women is rather low at all age 
levels, notwithstanding the fact that 
more women are entering the labor mar- 
ket, probably both because men in the 
family have greater difficulty finding 
acceptable jobs and because the female 
proportion of labor force is greater. 


The unemployed are still to a large 
extent young men, notwithstanding the 
greater out-migration of young men. 
They are not in any overwhelming pro- 
portion ex-coal miners. This is because 
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the recession of metals industries em- 
ployment after the war contributed many 
persons with a background in this field, 
and because out-migration undoubtedly 
carried off large numbers specifically 
trained for mining. Figures indicate that 
over half of the unemployed are skilled 
or semiskilled and that something ap- 
proaching 12% of these are machinists 
and metal workers generally, while many 
others are mechanics, There are also 
many unemployed skilled construction 
workers.5 

The figures show that without the im- 
petus of defense work and the expansion 
of the armed forces, the unemployment 
problem will grow worse, and could reach 
critical proportions in the face of a 
national recession. The counties which 
made the greatest gains in overcoming 
unemployment in the postwar years 
showed the greatest relapse in 1949. The 
only note of optimism on this point is 
the rapid growth of iron and steel pro- 
duction in the Delaware Valley area. 
This expansion would seem to offer a 
permanent and growing opportunity, and 
one which would continue to be effective 
in spite of any national decline in the 
immediate future. 


INDUSTRIAL RELATIONS® 


A necessary part of any evaluation of 
a region’s economy from the viewpoint 
of industrial inducement is an analysis 


5The present development of the Dela- 
ware River Valley Area north of Philadel- 
phia as a primary iron and steel producing 
center suggests a number of possibilities 
for development in the anthracite coal 
region. Particularly in view of the skilled 
labor pool available, the market 
for fabricated products having both war 
and peacetime applications and the readily 
accessible supply of raw materials, the 
chance for great developments in these 
lines may be materially enhanced. More- 
over, the need for service and trade per- 
sonnel within the periphery of this region 
should grow rapidly as new population is 
attracted to the developing steel centers. 
This picture is not all bright for the 
Northeast Industrial Area, however, as 
will be indicated subsequently. 


The work on this project dealing with 
an analysis of labor-management relations 
in the Twelve-County Northeast Area was 
developed principally by Dr. W. Roy Buck- 
walter, Chairman of the Department of 
Management, Temple University School of 
Business and Public Administration. He 
was assisted by Mr. James Mullen and Dr. 
William J. McKenna. 


of its industrial relations. A detailed 
study of the relationships between labor 
and management during the past decade 
in particular as compared with the last 
40 years in general, demonstrates clearly 
that the industrial relations climate with- 
in the Northeast Industrial Area is on 
the whole improved and is now favorable. 
With certain notable exceptions, the evi- 
dence points to a very satisfactory rela- 
tionship between labor, its leadership, 
and management, in the majority of com- 
panies studied in this analysis. 


The statistical evidence which has been 
gathered, while admittedly fragmentary 
and incomplete, points to the same gen- 
eral conclusions. Labor turnover for this 
area as measured by the rate of volun- 
tary quits is below the average for all 
the major labor market areas analyzed 
in the state and is also well below the 
national average for the same period of 
time studied. An analysis of man-days 
idle resulting from work stoppages also 
reveals that Wilkes-Barre and Scranton, 
the two largest cities in the area and the 
only ones for which such data were 
available, are considerably below the 
average for cities of comparable size in 
the United States for the period 1946- 
1950. It must be noted, however, that 
both voluntary quits and work stoppages 
occur with greater frequency under con- 
ditions of full employment. Since that 
does not here prevail, the validity of 
these measures may to this extent be 
questioned. 


Personal interviews with management 
and labor leaders within the area and a 
questionnaire returned by a representa- 
tive sample of firms give added support 
to these findings and suggest some clues 
to the favorable labor-management at- 
mosphere which seems to exist. A large 
number of those interviewed and those 
responding to the questionnaire stressed 
the importance of the superior type of 
worker which they believed was to be 
found within the area. Several explana- 
tions were advanced most frequently. 
Workers in the area appear to be more 
stable and conservative than those found 
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in many large urban centers because a 
majority were long-time residents of 
their communities, a significantly large 
number were home owners, and most 
seemed to be community-minded with 
roots which went deep into the cultural 
and social life and activities of their 
towns and cities. Many pointed to a tra- 
dition of good workmanship and the evi- 
dent pride of labor in its efforts, a view- 
point evidenced by the overwhelming 
majority opinion of management leaders 
that they could expect and always get 
“an honest day’s work” from their 
workers. Many management officials 
pointed out that they believed the area 
had an advantage in that there was little 
evidence of a racial minority question 
which is so often troublesome in larger 
urban centers. Although parts of the area 
were once a “racial melting pot,’ ’a num- 
ber pointed out that there had been no 
significantly large immigrations of new 
minority groups into the area in over 
two generations. Another factor which 
seemed to make for good labor-manage- 
ment relationships within the area was 
early unionization of important indus- 
tries and the consequent general accept- 
ance by management of the union tradi- 
tion within the area. 


Another important advantage which 
the area obtains from a manpower stand- 
point is the favorable wage differential 
which it now possesses over other larger 
industrial labor market areas within and 
outside the state. This wage differential, 
according to the analysis presented in 
the body of the report was as high as 
10% and more in certain groups of occu- 
pational classifications and certain towns 
within the Northeast Industrial Area of 
Pennsylvania. While wage differentials 
are not by any means the only factor to 
be considered in a company’s expansion 
or relocation program, this factor coupled 
with others such as availability of man- 
power, materials, power, and transporta- 
tion costs, might be of considerable im- 


portance in a company’s decision to 
locate new facilities or to expand present 
ones, 


From a labor-manpower rather than 
an industrial relations standpoint, this 
area, in general, seems to possess one 
important disadvantage. This disadvan- 
tage is the apparent lack of a sufficiently 
large reservoir of adequately trained 
manpower. Presuming that any future 
economic expansion of the area will not 
come in the field of anthracite mining 
or textile production, there is an apparent 
shortage of adequately trained skilled 
and semiskilled workers at the present 
time to meet the particular demands of 
expanding capacity in other principal 
manufacturing industries. Individual com- 
panies already located in the area have 
been able to solve their training problems 
satisfactorily, particularly when the need 
was within the semiskilled, production- 
worker occupational categories. The 
training of an adequate working force, 
however, presents a much more difficult 
problem to the newly located factory. It 
is in this situation that the area’s lack 
of trained manpower would prove a handi- 
cap which would be particularly difficult 
to surmount. 


Another problem facing the area which, 
while nebulous and phantom-like, is 
nonetheless real, is that of the lingering 
reputation which certain parts of the 
area has for poor labor relations. The 
early union-management conflicts within 
the anthracite industry have created a 
deep impression in the minds of many 
who are not acquainted with labor-man- 
agement relationships as they exist to- 
day within the area. This problem was 
acknowledged by a number of union and 
management officials interviewed. Such 
steps as have been taken to dispell this 
popular impression have apparently not 
been sufficient to displace the contrary 
idea based upon the gaudy publicity given 
this phase of industrial development in 
historical accounts of a by-gone age. 
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NATURAL RESOURCES‘ 


A detailed analysis of the natural re- 
sources of the Northeast Industrial Area 
based upon field study was impossible. 
Study of all available primary and sec- 
ondary source materials, most of which 
are old and some of which are quite 
limited in relation to modern concepts, 
indicates little of outstanding importance. 
Although there is some question con- 
cerning the accuracy of much of the 
quantitative data, there is a surprising 
unanimity of view in mining as well as 
in geological circles concerning the kind 
and type of resources available. These 
groups are equally unanimous, however, 
in pointing to the inadequacy of their 
present knowledge concerning them. 

Reserves of anthracite for the region 
as a whole pose no immediate problem. 
There are still vast quantities of coal to 
be mined. However, there are local varia- 
tions in the size of remaining reserves 
which have already resulted in consider- 
able employment dislocation. The prob- 
lem, thus, is not solely one of how much 
coal exists in the area, as a whole, but 
rather how much still remains at the 
sites of present operations. The problem 
of planning, therefore, tends to be local- 
ized in nature and, for this purpose, the 
information available does not permit 
detailed analysis by mine site. However, 
resources of considerable magnitude are 
still available in much of the area. In 
the northern field, reserves are adequate 
except for that portion of the area lo- 
cated in Lackawanna County which is 
deteriorating rapidly. The eastern middle 
field is in a considerably poorer position 
than the northern field as a whole. Some 
credibility may be attached to the esti- 


The work on the Northeast Industrial 
Area Project dealing with natural re- 
sources was developed by Dr. Sterling K. 
Atkinson, Chairman of the Department of 
Accounting of the Temple University 
School of Business and Public Administra- 
tion. He was assisted by Mr. Theodore 
Bakerman who wrote tee Anthracite Re- 
serve Analysis, Dr. Oscar S. Dooley who 
wrote the Forest Reserve Analysis, and 
Mrs. Rosamond J. Sanderson who wrote 
the Soils and Climate Analysis. 
able assistance was also given by 
Chester S. Nagel of the Pennsylvania Bu. 
reau of Employment Security, Harrisburg. 


mates giving this field a life of less than 
10 years if no action is taken to alleviate 
the mine flooding problem. Both the 
western middle and southern fields are 
in strong reserve positions. The southern 
field is in a particularly good position 
and production there has been on the in- 
crease relatively over the last decade. 


Most of the other minerals of the 
Northeast Industrial Area which are 
being exploited today are nonmetallic in 
nature. At present, they provide little 
employment and have little economic 
value. Moreover, on the basis of the in- 
formation presently available, it does not 
appear that they offer much hope for 
more extensive development in the future. 
Neither the quantity nor the quality of 


the reserves, considered in the light of 


location and accessibility, hold much 
promise of future development. The 
present situation with respect to the 
metallic minerals in the area, is even 
worse since they provide practically no 
employment at present. Moreover, the 
outlook is not promising. It should be 
emphasized, however, that these conclu- 
sions are based on limited information. 


Concerning the agricultural resources 
of the area, much of the land is too 
rugged for farming purposes and in gen- 
eral the soils do not rank high in natural 
fertility. With the exception of the 
northern counties which, because of ter- 
rain and location, are engaged heavily in 
dairy operations, most of the farming of 
the area is for local consumption. The 
resources seem adequate for this purpose 
but there is little likelihood that any 
extensive development will ensue. 


The forest resources of the area hold 
some promise for the long range but 
little for the immediate future. In the 
past, the major market for forest prod- 
ucts has been timbers for the coal mines 
and much of the cutting has been done 
for this purpose. The present effect of 
this practice is unfavorable in two direc- 
tions. First, the market has tended to 
shrink as mining activities have declined, 
and second, the cutting practices followed 
with a view to obtaining mine timbers 
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as cheaply as possible, have resulted in 
the forests not being maintained along 
the most productive lines. Only through 
careful forest management and the de- 
velopment, where possible, of merchant- 
able forest types can a lumber industry 
be developed in the area. Steps are being 
taken in this direction, but obviously 
they are long range in nature. 


In some respects the water resources 
of the area are the most promising of 
all the natural resources other than coal. 
Industrial consumption of water through- 
out the United States is increasing at a 
rapid rate and many new industries are 
large water consumers. To the extent 
that the presence of water is a factor in 
the location of industry, it is believed 
on the basis of information available, 
that many parts of the area are competi- 
tively attractive. In most of the counties, 
there appears to be an abundance of 
ground water and a considerable amount 
of surface water. Generally, the precipi- 
tation in the area is moderately heavy 
and the geologic formations are such as 
to provide both for underground water 
storage and transmission. 


Two adverse factors may be cited. 
First, with reference to surface water, 
the rivers of the area generally cannot 
be depended upon for large supplies, 
partly because of their shallowness and 
partly because of erratic flow. For sur- 
face waters, therefore, dependence must 
be primarily on either artificial or natu- 
ral lakes. Second, the water quality pre- 
vents its use in some instances. In four 
of the counties, the water tested con- 
tained a considerable amount of iron, 
and in two of the counties, the water is 
extremely hard. In certain localities other 
chemical elements may also limit the use- 
fulness of the water for certain indus- 
tries. In general, however, it appears 
that the water situation is favorable. 


One may conclude that the area cannot 
expect to attract new industry solely on 
the basis of any one of its presently 
known natural resources. Rather it must 
depend upon a favorable combination of 
factors which extend into the area of 


human resources and other economic 
considerations. 


These data and observations make one 
point clear. Accurate and detailed knowl- 
edge of the area’s resources is not now 
available except in certain instances. It 
would appear necessary to recommend 
that a full-scale field investigation of the 
geologic formations and structures of the 
region is vital to any planning for devel- 
opment of the resource industries, includ- 
ing anthracite itself, in certain locations. 
Although present information suggests 
no special potentials, it is possible that 
materials of various types may be dis- 
covered in economic quantities. Moreover, 
as new processes are developed in chemi- 
cal and other lines, the existence of such 
data could well provide a strong sales 
point for industrial attraction. 


TRANSPORTATIONS 


A detailed analysis of the transporta- 
tion facilities and their operation in the 
Northeast Industrial Area of Pennsyl- 
vania has led to a number of specific 
conclusions. It is clear from this analysis 
that the economic character of the region 
has been changing and with it, the needs 
for particular types of transportation. 
The story of transportation within this 
area is largely that of the development 
of anthracite coal and any attempt to 
analyze it without considering this basic 
relationship will prove to be useless, Be- 
cause of the diversity of problems affect- 
ing the principal categories of transpor- 
tation, the findings will be summarized 
under several headings. 


Railroads 


Nine important railroads serve the 
northeastern area of Pennsylvania in the 
transportation of anthracite and other 
bulk goods. These railroads during the 
course of the years, acquired their rail 


®8The work on the Northeast Industrial 
Area Project dealing with transportation 
facilities was developed lg y by Dr. 
William J. McKenna of the Transportation 
and Public Utilities Department of the 
Temple University School of Business and 
Public Administration. He was assisted 
y Dr. Oscar S. Dooley who wrote the 
Highway Transportation Section. 
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facilities in northeastern Pennsylvania 
by purchase, merger, and absorption of 
many small railroads which had been 
built to serve the anthracite companies. 
Today, much of the anthracite rail mile- 
age must be classed as branch lines which 
connect with the more important main 
line tracks of the trunk roads. 

The decline of the anthracite industry 
has materially reduced the freight ton- 
nage and revenue of all nine of the 
anthracite railroads in the last two or 
three decades. This decline has been quite 
sharp since 1939, and is continuing. This 
offers a distinct threat to the stability 
of rail service in the anthracite area in 
the future. Already passenger travel on 
most lines serving the area has shifted 
to competing modes of transportation. 
This has caused gradual abandonment of 
passenger service. At present, further 
limited abandonment of local passenger 
service facilities is strongly sought by 
most of the lines still rendering such 
service. 


Highway Transportation 

The inflexibility of the railroad system 
was counterbalanced by the gradual con- 
struction of a network of rural state 
roads. Today there is a total of 6,300 
miles of road in this 12-county area (ap- 
proximately 2,450 state miles and 3,850 
rural miles). This mileage enables truck- 
ers to reach any town in Pennsylvania, 
and, by interconnections, principal towns 
in adjoining states. In 1950, approxi- 
mately 2,750 common and contract car- 
riers operating 8,536 vehicles served the 
12-county area of northeastern Pennsyl- 
vania with intrastate and interstate 
shipments. 


Air Transportation 


Air transportation in northeastern 
Pennsylvania centers principally around 
Avoca, the only Class IV airport within 
the region. This airport, established in 
1947, is served by several major airlines 
and a feeder line and it has expanded its 
freight and passenger volume rapidly. 
Operations have been impeded there by 
its failure to obtain franchises permitting 


service to many Middle Atlantic cities 
including Philade!phia. Lack of Class II 
and III airports and other commercial 
facilities in the area itself prevents the 
generation of much local travel. Future 
development of federal and state airport 
projects could provide such connections 
and would likely generate a considerable 
increase in freight and passenger volume. 


Comparative Elements and Findings 


The facilities for siding, interchange, 
and storage of the various agencies of 
transportation in the region are adequate 
to serve the present needs, The motor 
carriers provide their own terminal facili- 
ties and the expansion of these services 
is not a serious problem inasmuch as a 
large part of the delivery is from door 
to door. Adequate public warehouses 
exist and serve as a supplementary stor- 
age for all types of traffic. 

Most of the motor carriers provide 
daily service and make delivery from a 
few hours to four or five days, depending 
upon the distance of the cities served. 
Rail connections are for the most part 
good, and delivery can be made to the 
most important market areas within one 
to four days. Air transportation, of 
course, offers speedy delivery to all sec- 
tions of the country. For this reason, 
presently somewhat inadequate air stor- 
age facilities at Avoca do not present a 
major problem. 

Passenger travel is offered by rail, bus, 
and air. There has been an almost con- 
tinuous decline in rail passenger travel 
during the past two decades and there 
is every likelihood that this trend will 
continue. But bus passenger travel is on 
the upgrade. This is also true of air 
transportation. Bus fares are lower than 
rail presently, and this situation will not 
likely be reversed. The growth of air 
coach service is likely to expand air 
traffic because of the lower rates for such 
service. Moreover, the air coach rate may 
well continue downward as a greater 
volume of traffic is generated. This will 
further weaken the passenger position of 
the railroads and may increase air com- 
petition with bus travel. 
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From the viewpoint of freight rates, 
the northeastern area of Pennsylvania 
does not suffer too much by comparison 
with other industrial areas. Truck rates 
are not far out of line with those of 
other sections of the country. Truck rates 
are higher on a ton-mile basis than by 
rail, but rail traffic is often composed of 
bulky, low-valued commodities while 
truck traffic consists mainly of the higher- 
value commodities. There is considerable 
competition between railroads and trucks 
for high-valued freight on a less-than- 
carload and less-than-truckload or even 
truckload basis. In many cases, the motor 
carrier rates are not far out of line with 
first-class rail rates on similar commodi- 
ties. There are many points to and from 
which rail transportation has a rate ad- 
vantage, but in recent years this rail 
advantage has been challenged by the 
growing competition of the motor car- 
riers. The tendency of buyers to adopt a 
“hand-to-mouth” inventory policy favors 
the use of truck over rail transportation. 
This rail-truck competition is being in- 
creased by the present trend of industry 
toward decentralization and the estab- 
lishment of a system of local and branch 
warehouses. This has permitted the motor 
carriers to serve market areas which 
previously were served exclusively by 
rail, 


The over-all picture of the competitive 
relationship of the various modes of 
transportation serving the 12-county area 
of northeastern Pennsylvania may be 
summarized thus: 


(1) Railroads are still of key impor- 
tance in the transportation of an- 
thracite and other bulk commodi- 
ties, but the motor carriers have 
become increasingly competitive 
in high-valued low bulk commodi- 
ties and less-than-carload traffic. 
The average competitive haul of 
trucks has increased and will con- 
tinue to increase because of the 
greater speed and flexibility of 
motor transportation. 


Air freight will continue to grow 
but it will not injure the railroads 
since air freight will be restricted 
to high-valued goods where speed 
is of the essence, and the total 


(2 


volume of air freight will not be- 
come important in relation to rail 
traffic. It might, however, make 
inroads into truck traffic—at least 
as far as its share of the total 
volume of freight is concerned. 


COMMUNITY FACILITIES® 


This analysis of important community 
influences was undertaken to determine 
the adequacy of the community facilities 
in the overall picture of the 12 Northeast 
Industrial Area counties. Community 
leadership and community determination 
to correct the undesirable features in this 
pattern would be essential to continued 
growth of the area. It must be noted that 
these developments go hand in hand with 
economic rehabilitation, for if economic 
inducements are lacking, there will re- 
main community and individual frustra- 
tions which will discourage individuals 
from assuming leadership and thus de- 
press the community’s will to improve. 


A basic analysis of the community 
facilities available in the Northeast In- 
dustrial Area yields a rather mixed pic- 
ture. Some physical problems are imme- 
diately notable in the fields of housing 
and education, both of which have not 
developed as rapidly nor as completely 
as the population and basic physical 
structure of the region. In the case of 
religion, facilities appear to be very com- 
pletely developed and adequate for the 
area. So far as legal protection by fire 
and police companies, the region is well 
equipped and adequately suited to com- 
pete with other areas, and the same is 
also true of health and other public aid. 
facilities. 


°*The work on the Northeast Industrial 
Area project dealing with community fa- 
cilities was developed principally by Dr. 
Raymond S. Short of the Department of 
Political Science of the Temple University 
School of Business and Public Administra- 
tion. He was assisted by Dr. Ingrid Hahne 
who wrote the Education and Religious 
Facilities Sections, Dr. Marian R. Meinkoth 
who worte the Recreation Section, Dr. 
Gayle K. Lawrence, who wrote the Public 
Health Facilities section, and Mr. James 
H. Pye, Jr., who prepared the Insurance 
Rate Analysis. Considerable assistance 
was also given by Mr. Roy V. Peel, Mr. 
Robert Voight, and Mr. Chester E. Rightor 
Bureau of the Census, Washing- 
on, D.C. 
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TABLE 3 


Changes in the Number of Dwelling Units for the 12-County Northeast 
Industrial Area, 1940 and 1950 


No. of Dwelling Units Change in No. of Percent 

County 1940 1950 Dwelling Units Change 
Lackawanna .......... 74,450 74,064 —386 —0.52 
105,683 110,981 5,348 5.06 
3,565 3,797 232 6.51 
Northumberland ...... 32,194 34,105 1,911 5.94 
2,930 5,960 3,030 103.41 
54,469 56,651 2,182 4.01 
Susquehanna ......... 10,513 10,820 307 2.92 
We 9,185 9,926 791 8.66 
Summary ........ 338,072 359,886 21,814 +6.45 

Housing age increase of 103.4% followed by Mon- 


Ranking first in the community’s non- 
economic resources is housing. Of prim- 
ary interest is the number of dwelling 
units in relation to the population to be 
served. Closely related to this is the ex- 
tent of new construction which would 
supplant houses that have deteriorated 
and no longer provide desirable living 
accommodations, 

The number of dwelling units in the 
Northeast Industrial Area had increased 
by 6.5% between 1940 and 1950. This rate 
of increase, however, is much less than 
that (15.1%) for the Commonwealth as a 
whole. The distribution of this increase 
has been uneven and of significance for 
economic development, the industrial 
areas for the most part having had the 
smallest increases, while the more rural 
counties showed the greatest increases in 
the number of dwelling units.1° 

Pike County led in the increase in the 
number of dwelling units with a percent- 


Two exceptions may be noted: Susque- 
hanna and Montour Counties. In the for- 
mer there was an increase of 2.9%, but this 
was due to an 11.5% decline in the number 
of farm dwellings, while in Montour Coun- 
tye the extraordinary decline of 92.2% in 
the number of farm dwellings held that 
oun? total growth to a small percen- 
age. 


roe County with an increase of 39.3%, 
both of which are explained primarily by 
the growing import of these counties as 
a vacation area. 


Most of the growth in the number of 
dwelling units has been outside the larger 
municipalities. Of the 18 municipalities 
having a population of 10,000 or more, 
only three had increases in excess of 
10%, while 5 had decreases in the total 
number of dwelling units reported. Of 
the 34 municipalities having population 
of from 5,000 to 10,000, only 11 reported 
increases in the number of dwelling units 
in excess of 5%, while 8 had decreases. 


A significant amount of the new dwell- 
ing construction has taken place in the 
area outside the incorporated municipali- 
ties in all of the rural counties and in 
Columbia County. However, the number 
of dwelling units declined in the rural 
nonfarm areas in the five coal counties 
of Carbon, Lackawanna, Luzerne, North- 
umberland, and Schuylkill, and farm 
dwellings decreased in every one of the 
12 counties. 


The rate of new residential construc- 
tion in the area has been low. According 
to a national survey, residential con- 
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struction in the Scranton metropolitan 
area (which includes parts of Luzerne 
County) was the lowest for any metro- 
politan area of its class in the United 
States from 1940 to 1950 and this slow 
rate of construction continued during 
1950 and 1951. Moreover, some of the in- 
crease in the number of dwelling units, 
and the amount was significant in sev- 
eral counties, was created by conversion 
of one-dwelling units into more than one. 


Much of the housing is fairly old. In 
about 60% of the municipalities of 5,000 
population and over, more than three- 
fourths of the dwellings were built before 
1920. In some, the percentage of houses 
built before 1920 ran as high as 90% or 
more. Considerably more than half of 
the municipalities fall below the state 
urban average in the percentage of 
dwellings with private bath facilities. In 
11 of the 52 municipalities, less than half 
of the tenant-occupied dwellings had pri- 
vate bath facilities and, in an additional 
18, less than two-thirds of the tenant-oc- 
cupied dwellings were so equipped. In 
addition, many of the neighborhoods have 
not been kept up and present a drab ap- 
pearance. This is partially due to lack 
of proper original planning, lack of prop- 
er zoning, poor enforcement of building 
and sanitation codes, cave-ins due to min- 
ing activities, and lack of community 
leadership and pride, which has resulted 
in poor maintenance. 


On the positive site of the housing 
picture, it may be pointed out that rents 
are low in comparison to other urban 
areas in the eastern part of the State or 
for that matter in the State as a whole. 
On the basis of 1950 data they are within 
the means of the average worker. Simi- 
larly, the value of owner-occupied prop- 
erties are lower in the area than in the 
Commonwealth as a whole. Values were 
higher in Lackawanna and Luzerne Coun- 
ties than in any of the others in the 12- 
county area, with the exception of Mon- 
roe and possibly Pike County, and yet 
they were still below the State average. 
Scattered data indicate that the cost of 
construction of new houses in the area is 


lower than is generally true elsewhere 
in the Commonwealth. 


In spite of the general decline in pop- 
ulation, there are very few dwellings 
vacant for rent or sale. Only in the rural 
counties of Monroe, Susquehanna, and 
Wyoming were more than 1% of the 
dwellings vacant, for rent or for sale in 
April, 1950, and in these, the highest per- 
centage was less than 1.7%. The indus- 
trial counties had only about 0.5% for 
rent or sale. Data made available subse- 
quent to the census enumeration indicate 
that the vacancy situation has gotten 
tighter rather than better. However, 
densities in terms of the number of per- 
sons per room are lower in the area than 
in the Commonwealth generally. Over- 
crowding is not a problem and if an in- 
dustrial expansion should take place in 
the area, there is the possibility that 
some doubling up could take place. 


In view of the extremely low vacancy 
rate in the area, serious consideration 
would have to be given to a residential 
building program in the event of eco- 
nomic expansion in the area which would 
attract any significant number of new 
employees. Since new private construc- 
tion is not able to build properties for 
rentals within the means of many work- 
ers at present wages in the area, thought 
would have to be given to the use of pub- 
lic funds for the construction of low 
rental units. Neither the counties nor 
municipalities are organized for con- 
structing dwellings with public funds 
and only Scranton City and Luzerne 
County have housing authorities. 


Both the counties and the municipali- 
ties in the 12-county area should consider 
the creation of planning commissions 
with professional staffs in the event of 
launching any economic rehabilitation 
program, This is essential if orderly de- 
velopment in housing as well as other 
lines is to take place and community 
values are to be extended and preserved. 
According to recent information only 9 
municipalities of 5,000 or greater popu- 
lation have planning commissions. Five 
of these are in Luzerne County. Only 12 
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have zoning commissions. Most munici- 
palities in the area probably cannot 
afford to employ a paid staff of planning 
technicians. Most of the counties with 
their wider tax bases, however, could 
afford to employ a paid staff of planning 
ning commissions which could help the 
municipalities with their planning prob- 
lems. Regional commissions would be 
feasible in some instances. 


Education 


Primary and secondary school educa- 
tion in the 12-county Northeast Indus- 
trial Area is primarily public school edu- 
cation, although parochial schools are an 
important part of the educational system 
in Carbon, Lackawanna, Luzerne, North- 
umberland, and Schuylkill Counties, 
where between one-fifth and one-sixth 
of those of school age are in parochial 
schools. Pike is the only county which 
has no parochial schools. The vast ma- 
jority of the school districts within the 
area are of the fourth class with many 
one and two room schools among them. 
Most of these are in the rural areas. 


All but one county have made some 
progress in providing vocational educa- 
tion in the public schools. Progress in 
this area has been slow because of the 
extremely high cost of purchasing, in- 
stalling, and maintaining equipment 
needed to train students in the various 
industrial skills and the generally poor 
financial condition of the districts. Only 
the larger cities provide extensive voca- 
tional training and this is not clearly 
related to area needs in most instances. 
Industry generally has not approached 
the school systems for vocational educa- 
tion of any kind. In one municipality the 
unions have entered into an arrangement 
for special training courses in technical 
subjects. 


The public school situation has both 
its good and bad features. On the posi- 
tive side is the fact that the pressure of 
school cost increases are not likely to be 
as great as in the other areas of the 
State. On the other hand, as a result of 
the economic decline the ability of the 


area to support the increasing needs of 
the school system if it is to be an effec- 
tive aid in a development program, is not 
as good as in other areas, Many districts 
suffer from low assessments and mill- 
ages that are near or equal to the max- 
imum allowed. The result is inability to 
provide much more than a formal educa- 
tional program and inability to attract 
the better prepared teachers insofar as 
many districts are concerned. In addi- 
tion, there are many small schools and 
small districts in most of the counties 
which usually mean high costs in propor- 
tion to the offering and a consequent 
limited offering. While there has been 
some consolidation of the small school 
districts, there is, for various reasons, 
opposition to the consolidation movement. 
Improvement in the educational program 
and the quality of instruction by the en- 
couragement of further consolidation 
therefore seems essential. 


The opportunities for higher education 
are fairly good in the area. In Scranton 
there are the University of Scranton and 
Marywood College, both supported by 
the Catholic Church. In Wilkes-Barre, 
there is Wilkes College and Kings Col- 
lege, the latter being supported by the 
Catholic Church. Aside from these two 
cities there are in the area the Blooms- 
burg State Teachers College and East 
Stroudsburg State Teachers College. 
Both the University of Pennsylvania and 
the Pennsylvania State College offer ex- 
tension work in the area. In addition, 
there are a number of colleges in nearby 
communities. 


Religious Facilities 


No consideration of community influ- 
ences would be complete without some 
review of the religious facilities offered 
by the area. Religious bodies help to de- 
termine the moral standards of the com- 
munity and their influence extends far 
beyond the spiritual life of the communi- 
cants. In this area, particularly, there 
are social institutions of great impor- 
tance which play a paramount role in 
social relationships. Moreover, they ex- 
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ert a vital influence in education, health, 
and recreation. 


The 12-county Northeast Industrial 
Area abounds in churches. Denomina- 
tions of practically every religious body 
exists in the area. The Roman Catholic 
Church is by far the largest denomina- 
tion in the area and takes a prominent 
part in the educational, recreational, so- 
cial, and political life of the community, 
especially in Carbon, Lackawanna, Lu- 
zerne, Northumberland, and Schuylkill 
Counties. It also engages extensively in 
welfare activities. Pike County is pre- 
dominantly Greek Orthodox; Wyoming, 
Methodist; Montour, Lutheran; and Mon- 
roe, Lutheran and Methodist. 


Recreation 


The stresses as well as the growing 
complexity of modern life induced by two 
wars and a depression within the life- 
time of one generation have pointed up 
the importance of recreation in commu- 
nity life. The 12-county Northeast In- 
dustrial Area has certain natural advan- 
tages for recreation purposes in its 
mountains, lakes, and streams, The area 
includes four state parks, 3 of which are 
within easy reach of the larger urban 
communities. In addition, there are four 
state forest parks in Pike and Monroe 
Counties which provide camp grounds 
and picnic facilities and two of them in- 
clude lakes stocked with fish. In addi- 
tion to these, there are other large areas 
of public lands, including those held by 
the counties which are not presently 
available for public recreation. In spite 
of these facts, there are no county parks 
and few municipal parks within the re- 
gion. Much has been done by the cities 
school districts, and local civic and pub- 
lic agencies to provide recreation. Con- 
siderable commercial facilities are also 
available. A large number of both the 
public and private facilities offer super- 
vised recreational programs, while others 
do not. 


Taken as a whole the recreation pro- 
gram in the area is neither outstandingly 
good nor exceptionally poor. The num- 


ber of public programs is a little greater 
in proportion to population than is gen- 
erally true in the State, but per capita 
expenditures and park area are far below 
ideal standards and considerably below 
the standards for Pennsylvania. The 
recreation facilities in some communities 
are quite broad and varied while in 
others, they are almost completely non- 
existent. 


Fire and Police Protection 
and Insurance Costs 


Fire and police protection in the North- 
east Industrial Area are adequate. Ex- 
cept for Scranton, Hazleton, and Sun- 
bury, fire protection is provided by vol- 
unteer companies or by volunteer com- 
panies with the aid of some full or part- 
time municipal personnel. Some munici- 
palities employ a chief or assistant chiefs, 
drivers and mechanics or driver-mechan- 
ics on a full or part-time basis. Since 
most of the fire-fighting is done by volun- 
teer companies, the costs are somewhat 
less than the national median costs for 
municipalities of similar size. 


Fire losses in the municipalities of 
20 thousand population and more are 
considerably less than the national aver- 
age. Some of the credit for this may be 
due to the inspection work done by the 
State Police, but credit also is due to the 
efficiency of the local fire-fighting organ- 
izations. The insurance classification as- 
signed to the municipalities in the area 
is an indication of the quality of the 
fire-fighting organizations. With one or 
two exceptions, all of the municipalities 
of 10 thousand population or more have 
classifications which are equal to or above 
average for the nation as a whole. 


Expenditures on police departments in 
the area are lower than expenditures for 
cities of similar size in the nation, Even 
though the number and compensation of 
police officers in the area are below the 
national average, the crime rates do not 
compare unfavorably with other cities of 
comparable size. The Pennsylvania State 
Police no doubt contribute significantly 
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to law enforcement in the area. It aids 
the local police force in investigating 
crime and in the detection and apprehen- 
sion of criminals in addition to the ap- 
prehension of criminals on its own initi- 
ative. It also offers aid in the training 
of local police officers in traffic problems 
and criminal procedure. 


Health Facilities 


Health services in the area are pro- 
vided through the combined efforts of 
the State Department of Health, munic- 
ipal health agencies, including school dis- 
tricts, and voluntary private health agen- 
cies. Out of the 410 local units of gov- 
ernment in the area, only about 125 pro- 
vide even part-time service. 


The counties in the area have done 
very little in providing health services. 
This will likely change drastically as a 
result of far-reaching legislation enacted 
in 1951. In an effort to establish a more 
effective administrative system for the 
conduct of public health services and to 
strengthen state-local relations in this 
regard, the legislature provided for the 
creation of health districts on the county 
level with a system of decentralized con- 
trol under the State Department of 
Health’s supervision. Financial assistance 
from the State, amounting to as much as 
50% of the budget, will be alloted to such 
districts as are formed under this per- 
missive statute. The health districts may 
be set up with the approval of the State 
Secretary of Health. Several of the 
counties have the requisite population as 
set forth by the American Public Health 
Association to function effectively as 
single health districts. Others such as 
Pike, Montour, Wyoming, Wayne, and 
Monroe counties might find joint districts 
more advantageous, Aside from the fi- 
nancial advantages inherent in the new 
program, the county units will enjoy 
greater local autonomy than has been 
true in the past. 


SITES, BUILDINGS, AND 
INDUSTRIAL FACILTIES!! 

The question of availability relative to 
factory buildings has two aspects. The 
first is concerned with the importance of 
building availability as an attraction to 
new industry, the second is concerned 
with a count of the number of available 
buildings, their quality, and possible ap- 
plication. Considerable study of all ele- 
ments has lead to the conclusion that 
the availability of a building, per se, is 
an important factor in determining this 
area’s industrial attractiveness. As is 
shown, however, the significance of this 
factor, relative to others, varies inversely 
with the area’s superiority over compet- 
ing areas in nearness to markets, labor, 
and raw material supplies, and with gen- 
eral economic conditions. The relatively 
poor position of the Northeast Indusirial 
Area on the raw material count and its 
roughly competitive position in markets 
in combination with its excellent labor 
supply, emphasizes the import of build- 
ing availability in attracting new indus- 
try. The present defense situation fur- 
ther supports this point since time and 
building costs are both items of primary 
consideration. 


A careful analysis of available build- 
ing including data on such important fac- 
tors as age, number of stories, type of 
construction, amount of floor space, avail- 
able utilities, and the like, makes it clear 
that the area has little to offer in the way 
of available factory buildings, to com- 
panies which are considering it as a 
possible location. In view of the rela- 
tively great significance of this factor 
in location decisions concerning the 
Northeast Industrial Area, it is believed 
that the scarcity of satisfactory build- 


uThe work on the Northeast Industrial 
Area Project dealing with availability of 
plants, plant sites, and building costs and 
regulations was developed ace | by 
Dr. Sterling K. Atkinson, Chairman of the 
Department of of the Temple 
University School of Business and Public 
Administration. He was assisted by Mr. 
William T. Rule and Mr. James H. Pye, Jr. 
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ings is now a deterrent to the area’s in- 
dustrial development and that steps 
should be taken to assist the principal 
communities in overcoming this problem. 


Sites 


A similar study of sites was also pre- 
pared. In this case, the picture is bright- 
er since there is both a somewhat larger 
number of listings having somewhat bet- 
ter distribution than was true for build- 
ings. Moreover, while it must be recog- 
nized that a building site is more than 
just a plot of ground, there are consid- 
erable areas adjacent to present develop- 
ments which could be equipped with elec- 
tric power, gas, water, sewerage, and 
provided with transportation facilities, 

While the sites analyzed vary consid- 
erably in these respects, all are adjacent 
to or near one or both of the principal 
forms of transportation, highways, and 
railroads, and all have one or more of 
the above-named utilities. In general, 
the listed sites plus others which can be 
developed, lead to the conclusion that 
site availability is a favorable location 
factor in the Northeast Industrial Area. 


Building Costs 


A study of building costs to determine 
the area’s competitive position in this 
activity was also made with a view to 
clarifying locational decisions affecting 
the decision to erect a new building. This 
study presented a number of difficulties 
relating to comparability, because so 
many variables entered into the quota- 
ticns that comparison was extremely diffi- 
cult. On the basis of the available data, 
while it is not possible to conclude that 
the area has a clear-cut building cost 
advantage over other areas, it does ap- 
pear that its position is favorable and 
that industry is not kept out of the area 
because of this factor, 

The Northeast Industrial Area has few 
building regulations and restrictions not 
common throughout the State. One may 
conclude that such items are, therefore, 
no deterrent to industry. Only two com- 
munities within the area are reported as 
being organized for the administration of 


building codes. One of these follows the 
model code of the National Board of Fire 
Underwriters and the other has its own 
code, 


Plant Utilization 


The extent to which available build- 
ings and machinery are used poses an 
extremely difficult problem of analysis. 
On the basis of a considerable study of 
employment utilization data, it may be 
concluded that there is real underutili- 
zation in the area, particularly in the 
textiles and textile products and metals 
and metal products industries. This is 
important in determining the direction 
which industrial promotion efforts should 
take, whether developing additional bus- 
iness for companies already in the area 
or for attracting new companies. While 
obviously the latter effort is particularly 
important, the fact of underutilization 
does indicate that the area can benefit 
from additional efforts on behalf of the 
manufacturing companies already in ex- 
istence there. 


Of short range interest in this con- 
nection is the possibility of obtaining a 
larger share of defense business in the 
form either of prime contracts or sub- 
contracts. Considerable promotional 
effort has been expended in this direction 
but the results to date have been disap- 
pointing. It is believed that careful in- 
quiry should be made to determine 
whether the lack of substantial defense 
orders results from the unavailability of 
such orders to the area, to a reluctance 
on the part of area manufacturers to ac- 
cept them, or to lack of knowledge con- 
cerning offerings and procedures. A sum- 
mary analysis seems to indicate that all 
of these elements are to a degree in- 
volved. Chief among them are lack of 
knowledge and general reluctance to 
enter into these contracts. It is there- 
fore recommended (a) that some addi- 
tional effort be made to broaden the 
knowledge of the offerings, and (b) that 
more aid be given business enterprises 
in the matter of procedures used to ob- 
tain such contracts. 
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STATE TAX PROGRAM!2 


Pennsylvania has thus far relied heav- 
ily upon taxation of selected products 
and services and upon business taxes. It 
has employed neither a sales tax nor a 
personal income tax, sources of revenue 
upon which so many other states are 
now heavily dependent. This system of 
taxation did not develop without oppo- 
sition. Numerous attempts have been 
made to focus attention upon the grow- 
ing burden of Pennsylvania business 
taxes and the need of a thorough revi- 
sion of the entire tax structure in the 
interest and greater balance and equita- 
bility. 

This growing opposition of business 
interests to the assertedly disproportion- 
ate burden borne by that sector has led 
to the initiation of a number of studies 
undertaken by such interests as well as 
governmental tax survey committees. 
These were intended to reveal that the 
undue and inequitable burden of Penn- 
sylvania taxes has been one of the major 
factors contributing to the relatively un- 
favorable competitive position of busi- 
ness in the Commonwealth. All of these 
reports pointed to the conclusion that 
the tax policy of the State should be 
completely revised in order to encourage 
industrial establishments to come into 
the State and thus assist in the attain- 
ment of higher levels of income, employ- 
ment, and consumption. 


Property Taxation 

Assessed property valuations for all 
counties of the State and for those of 
the Northeast Industrial Area declined 
during the depression years 1929 to 
1935, but the decline for the State as a 
whole was only 1.5% as compared to 
14.2% for the 12-county area. The State 
total showed some improvement in 1939 


"The work on the Northeast Industrial 
Area Project dealing with taxation, regu- 
lation, and other government influences 
was developed principally by Dr. Russell 
H. Mack, Chairman of the Department of 
Economics, of the Temple University 
School of Business and Public Administra- 
tion. He was assisted by Dr. William J. 
McKenna, Mr. Willard Moore, and Mr. 
Harmon Webb. 


but the area valuations dropped below 
the 1985 level. Total State valuations 
showed a more rapid recovery after the 
war than did those of the area. The 
decline of property valuations through- 
out the major portion of the 1929 to 
1950 period in the region studied made 
the task of raising revenue to meet the 
rapidly increasing costs of government 
particularly difficult. The greatest de- 
clines in levels of assessed values in this 
period occurred in the important coal- 
producing counties where the depressed 
mining situation seriously undercut the 
base of real estate valuations. 


Taxes Under Act 481. One of the 
unique features of the Pennsylvania sys- 
tem of local taxation is the greatly en- 
larged powers extended to local subdivi- 
sions under Act 481 in 1947. The pur- 
pose of this act, which gives most local 
units the power to tax any subjects of 
taxation not already levied upon by the 
State, was to relieve the local govern- 
ments of some part of the increasingly 
heavier tax burdens on real estate and 
to obviate the necessity of increasing the 
extension of state grants and subsidies 
to local subdivisions. Several counties of 
the Northeast Industrial Area have made 
substantial use of the provisions of this 
new home rule law. Subdivisions of Lack- 
awanna County collected the largest 
amounts from these sources in the three 
years, 1948, 1949, and 1950. Smaller but 
significant amounts were collected in Lu- 
zerne, Schuylkill, Northumberland, and 
Columbia Counties. The Northeast In- 
dustrial Area counties collected relative- 
ly more from these taxes than the State 
as a whole. Over 75% of total collec- 
tions in the area in 1949 were received 
from wage or income taxes; other im- 
portant sources were amusement and per 
capita taxes, 


Administrative Practices. There is con- 
siderable evidence of defective local tax 
administrative practice. Many studies 
have revealed inequities in the assess- 
ment of individual properties, inequities 
as between different local units, failure 
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to assess in conformity with the basis of 
valuation established by law, overassess- 
ment of land relative to improvements, 
assessment at different ratios of true 
value, and the like. 


The local tax collection system also 
lacks uniformity. In most jurisdictions 
the officials are elected and then usually 
paid on a commission basis, the collec- 
tion costs in many cases appearing to 
bear no reasonable relationship to 
amounts collected. Hence, the system 
tends to be expensive and inefficient, the 
costs being much higher than in some 
states which have centralized methods of 
collection. 


The difficulties and complexity of local 
tax administration have been magnified 
since 1947 by the levy of a great variety 
of new taxes under Act 481. Here again, 
there is a lack of uniformity in local re- 
quirements, regulations, and reporting. 
The increasing resort to many special 
new levies in a short period of time 
tends to complicate the problems of local 
government. On the other hand, these 
new sources of revenue have enabled a 
great many local governments to render 
services which would not have been pos- 
sible without imposing inordinately high 
tax burdens upon real property. Every 
effort should be made to select these local 
taxes with careful discrimination and to 
make sure that they will be as fairly 
and economically administered as pos- 
sible. Only in this way will it be pos- 
sible, particularly in the Northeast In- 
dustrial Area, to assure the development 
of a system of local taxes which will 
serve the best interests of the present 
industrial and business components of 
the economy, while at the same time, 
offering favorable tax climate as one of 
the primary requisites for attracting and 
retaining new business enterprise and 
workers. 

While the general administrative situ- 
ation in the Northeast Industrial Area is 
probably not greatly different from that 
prevailing throughout the State, declin- 
ing revenue and high costs of collection 
suggest the importance of any improve- 


ments which can be effected in this area. 
The measure of success achieved in some 
of these counties by voluntary adoption 
of procedures to insure sound and equit- 
able assessments and economical collec- 
tion of revenue is sufficient justification 
for similar efforts on the part of other 
counties and their local subdivisions. The 
accomplishments in Luzerne County, for 
instance, serve to demonstrate what can 
be done by the complete revamping of 
financial administrative procedures and 
the introduction of machine equipment. 
Further improvements may in turn flow 
from the excellent work of the State Tax 
Equalization Board in providing concrete 
evidence of the lack of uniformity and 
the inequities of real estate assessments. 
The facts revealed by this agency should 
serve to spur local governments to im- 
prove assessment procedures and meth- 
ods of apportioning all tax burdens in 
conformity with the principles of justice 
and equity. 

The adoption of sound financial and 
administrative procedures, together with 
the installation of scientific methods of 
property assessment, will contribute sig- 
nificantly to the strengthening of the 
region’s reputation of community respon- 
sibility for assuring conditions favorable 
to the successful establishment and 
future expansion of business and indus- 
trial enterprise. 


Natural Resource Taxation 


Studies of the natural resources of the 
anthracite area of the State have shown 
that none has been more abused than 
the forests. One aspect of this problem 
relates to the methods of taxation. The 
traditional ad valorem property tax has 
received serious criticism because it is 
inconvenient as to time of payment, takes 
no account of risks of fire assumed by 
the owner, is unpredictable as to future 
burden and because it tends to encourage 
premature cutting and is therefore anti- 
conservational. 

Timber lands in Pennsylvania are still 
assessed under the general property tax 
although many attempts have been made 
to provide differential taxation to encour- 
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age better forest practices. A resolution 
to amend the State Constitution to per- 
mit classification of forest lands for tax 
purposes was passed in 1951. The weight 
of authoritative opinion appears to favor 
the use of an exclusive yield tax accom- 
panied by provisions for exemption of all 
trees and land from property taxation. 


In the meanwhile, however, every 
effort should be made by local units, indi- 
vidually or in groups, to improve the 
quality of forest taxation under the prop- 
erty tax. Group effort of the Northeast 
Industrial Area Counties to institute and 
follow sound and equitable principles of 
taxation throughout the region, together 
with close cooperation with the State De- 
partment of Forests and Waters in its 
long-range program for forest conserva- 
tion, would constitute a significant step 
in the direction of encouraging the de- 
velopment of a prosperous and continu- 
ing system of private forest enterprise in 
the area. 


Taxation of coal received special con- 
sideration in this study because of the 
important position of this great natural 
resource in the economy of the Northeast 
Industrial Area. Coal lands in Pennsyl- 
vania are taxed under the property tax 
for local purposes. While all real estate 
is difficult to assess with accuracy and 
equity, mineral deposits present prob- 
lems of peculiar difficulty. Valuation is 
very indefinite and uncertain because of 
their underground location and proper 
assessments requires the assistance of 
engineers and high-grade appraisal ex- 
perts. A few states have adopted taxes 
on net proceeds or on gross production 
as a basis for valuation in order to over- 
come the technical difficulties incident 
to appraisal. Six of the coal producing 
states impose severance taxes on the 
theory that such taxes tend to penalize 
wasteful exploitation. 


During the period from 1913 to 1931, 
the Commonwealth attempted to meet 
some of its revenue needs by taxes on 
anthracite coal. However, as a result of 
unfavorable court decisions and the 
strong opposition of coal producers, very 


little revenue for state purposes was ob- 
tained. Until the special taxation of na- 
tural resources was declared unconstitu- 
tional by the State courts in 1948, a 
large number of local governments levied 
a variety of severance taxes under Act 
481. 


In view of the depressed economic 
status of the anthracite industry, the 
imposition of a severance tax, whether 
in lieu of or in addition to the ad valorem 
tax, would be inadvisable even if it were 
to hurdle the obstacle of constitutional 
interpretation. The ad valorem tax prob- 
ably affords the best means of equating 
the tax burden on mines with other types 
of real estate. Since the great difficulty 
of the ad valorem tax is on the side of 
administration, greater attention should 
be given to methods of improving the 
assessment of coal mining property. 
Local assessors in Pennsylvania are at 
a great disadvantage in not having ade- 
quate technical assistance in either the 
original valuation process or in equali- 
zation. This difficulty is partially over- 
come by the availability of some expert 
assistance from county engineers. Too 
often, however, it appears that the pro- 
cedure of assessing is a matter of nego- 
tiation or even of “self-assessment.” In 
the case of large holdings of mining 
property valuations of recent years have 
been largely a matter of judicial deter- 
mination resulting from assessment ap- 
peals. States which have made provision 
for valuation of mineral lands by the 
State Tax Department or some other cen- 
tral agency have greatly improved the 
quality and equitability of assessments. 
Even the general supervision and assist- 
ance of expert technicians supplied by 
the central agency to the local subdivi- 
sions would be a great improvement over 
purely local administration. 


Municipal Authorities 


During periods of increasing demands 
for additional governmental services ac- 
companied by soaring construction costs, 
the typing of borrowing power to a stable 
or decreasing level of assessments, as 
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in the case of local governments in Penn- 
Sylvania, imposes a _ severe limitation 
upon the progress of public improve- 
ments. One method of alleviating this 
situation is the use of the municipal au- 
thority. At the present time, there are 
25 such authorities, operating in the 
Northeast Industrial Area, but only 6 of 
the 12 counties use the device. Fifteen 
are water authorities, 9 are sewer au- 
thorities, and one is a school authority. 
The total amount of financing involved 
was about $16 million. 


Unemployment Compensation 


Many other governmental regulations 
beyond the field of taxation affect the 
business and industrial life of a com- 
munity. In a very broad sense, almost 
any conceivable activity of government 
may in fact influence the general pat- 
tern and development of locational ad- 
vantages whether or not they result 
from some consciously designed policy 
to affect industrial location. Among the 
most important of these are unemploy- 
ment compensation, workmen’s compen- 
sation, and safety regulations of many 
types. The provisions of the unemploy- 
ment compensation act affect all areas 
of the State equally. Hence, insofar as 
this system is concerned, industries seek- 
ing new locations would suffer no disad- 
vantage nor would they secure any spe- 
cial advantage by moving into the North- 
east Industrial Area as compared with 
any other area of the State. On the 
other hand, the large supply of unem- 
ployed workers in the area registered 
with the Pennsylvania State Employ- 
ment Service and available for work 
under the program of that agency, con- 
stitutes a real potential asset to employ- 
ers contemplating new industrial loca- 
tions. 


Comparative data for Pennsylvania 
and the surrounding states indicate that 
the average employer contribution rate 
in Pennsylvania is somewhat more fav- 
orable to employers than those of neigh- 
boring states and substantially below 
those for the United States as a whole. 
At the same time, the ratio of benefits 


to taxable wages in Pennsylvania has 
been generally below that for the United 
States as a whole and below that for the 
surrounding states with the exception of 
Ohio and occasionally West Virginia. 
Thus, an employer seeking a new loca- 
tion would find his position favorable 
anywhere in Pennsylvania insofar as this 
program is concerned. 


Workmen’s Compensation 


Workmen’s compensation requirements 
are also of interest to industrial manag- 
ers who are contemplating a new loca- 
tion. As was the case with unemploy- 
ment insurance, the program is applic- 
able in all parts of the State with equal 
force. A comparison of the workmen’s 
compensation legislation in Pennsylvania 
and the surrounding states indicates that 
Pennsylvania is in a good competitive 
position, Benefit payments are generally 
equal to, or above, those in surrounding 
states while at the same time, the total 
costs of the program if measured as a 
percentage of payroll do not exceed, ex- 
cept in certain instances, those of the 
surrounding states. Thus, an employer 
operating in Pennsylvania would be in 
a relatively strong position. 


Other Legislation 


Pennsylvania ranks high in safety leg- 
islation generally. The present safety 
laws, Mine Safety Legislations, Boiler 
Law, Elevator Law, and Fire and Panic 
Act, are the principal statutes governing 
these operations. As was true in both 
unemployment compensation and work- 
men’s compensation, these provisions ap- 
ply with equal force to all areas within 
the State. Similarly, the provisions of 
these laws appear to be about the same 
as those in the surrounding states, 
though perhaps more highly developed 
in Pennsylvania on some counts. On this 
basis, therefore, an employer operating 
in Pennsylvania would be at no special 
disadvantage as related to the employers 
of other states. 


Fair Trade Standards, Weights and 
Measures, and other conventional regu- 
latory legislation are enforced in Penn- 


t 


sylh 
con 
dus 
me! 
IN! 
lat 
ex] 
the 
the 
we 
inf 
tio 
fie 
go 
flu 
i an 
no 
i 
ev 
by 
| ti 
| 
cc 
ti 
| 
i el 
| 
: 
j 


AN ECONOMIC BASE STUDY 


sylvania. Generally, these statutes are 
comparable with those of neighboring in- 
dustrial states and need no special com- 
ment here. 


INDUSTRIAL INDUCEMENTS 


While the sphere of government regu- 
lation throughout the country has been 
expanding and while governmental au- 
thorities have an ever-growing stake in 
the results of locational development as 
well as an increasing responsibility for 
influencing it in socially desirable direc- 
tions, little has been accomplished in this 
field by conscious and directly shaped 
governmental activities. Attempts to in- 
fluence industrial location by public au- 
thorities has, until recently, been only of 
an indirect sort, largely incidental, and 
not the result of adherence to any clear- 
ly defined policy. 


Industrial inducement activities, how- 
ever, are not limited to implementation 
by public authority. Community promo- 
tional agencies such as Chambers of 
Commerce, development committees, or 
commissions, regional business and fi- 
nancial organizations, industrial authori- 
ties or foundations, and other civic co- 
operative undertakings have also been 
employed with varying degrees of suc- 
cess in many localities throughout the 


country. 


Business Sites 


One of the most commonly employed 
types of special inducements is the pro- 
vision of a suitable business site. Indus- 
tries are frequently forced to pay high 
prices for land when it becomes generally 
known that they propose to locate in a 
given locality. A community is, there- 
fore, in an advantageous position, if, by 
advanced planning for land acquisition, 
it is able to offer immediately available 
sites to prospective industries at attrac- 
tive prices or on favorable terms. Con- 
siderable study of the activities of the 
communities of the Northeast Industrial 
Area indicated that only 5 communities 
zoned land for industrial development. 


Buildings 


Another very definite locational incen- 
tive is the offer of modern buildings. In 
the Northeast Industrial Area, 11 com- 
munities reported that they were willing 
to build modern plants to an industry’s 
specifications. However, it appears that 
only about 9% of all the communities in 
the Northeast Industrial Area with pop- 
ulations of 2,500 or more are considering 
action of this kind. On the other hand, 
great progress has been made by indus- 
trial foundations in several communi- 
ties in providing funds for buildings. 
Only recently, for example, as a feature 
of a program designed to attract new 
industry, the Pottsville Industrial Cor- 
poration announced over-subscription of 
a fund to be used in erecting a building 
with a floor space of 50,000 square feet. 


While it is evident that much has been 
accomplished to encourage industry by 
supplying suitable buildings in some of 
the communities of the Northeast Indus- 
trial Area, many other communities 
would do well to investigate the possibili- 
ties along this line in their respective 
localities. The return in spending power, 
taxes, and other income which could be 
brought into a community should amply 
compensate for any initial expense to the 
citizens involved. Consideration should 
also be given to the use of municipal au- 
thorities in providing funds for such 
building purposes either directly or in- 
directly. A public guarantee of the loan 
by a state or regional authority through 
an insurance plan might provide an ade- 
quate means .of implementing the pro- 
gram effectively. 


Tax Concessions 


Tax concessions have long been popu- 
larly conceived as appropriate devices 
for encouraging the establishment of new 
industries. There is, however, little real 
evidence to support this point of view. 
On the contrary, tax exemptions or other 
such concessions do not appear of them- 
selves to constitute a primary factor in 
determining locational advantage. Other 
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things being equal, however, it does ap- 
pear that a tax advantage may have 
some significance in obtaining the inter- 
est of a new industry. The communities 
of the Northeast Industrial Area have in- 
dicated in 11 cases that they were willing 
to offer special tax concessions to an 
industry.13 While some communities use 
two or more methods of extending such 
inducement, 5 communities granted tax 
moratoria, 5 made special agreements in 
individual cases, and 3 mentioned the 
use of a low assessment figure. Experi- 
ence with tax concessions indicates that, 
on the whole, enterprises which are 
worthy of attraction are more likely to 
be impressed with the superiority of 
other locational advantage factors and 
with the adequacy of important commu- 
nity services than with the promise of 
tax concessions. This suggests that the 
Northeast Industrial Area communities 
should seek to maintain a stable and 
efficient government with local taxes 
kept at the minimum commensurate with 
the services offered rather than merely 
attempting to compete for industry on 
the basis of short-term tax concessions. 


Industrial Services 


There has been a vast amount of ex- 
perimentation in recent years with com- 
munity organizations such as Industrial 
Foundations or other corporate commu- 
nity agencies which provide the medium 
for coordinating community effort and 
for extending a variety of services to 
industry. This is in itself an important 
inducement factor; it is prima facie evi- 
dence that new industries will be wel- 
comed and given the full cooperation of 
the community. The success which indus- 
trial foundations have had in bringing 
industry into communities is ample evi- 
dence of their value to a community 
seeking to improve its economic envir- 
onment, 


Study of the practices in the North- 
east Industrial Area indicate that 14 


8Tax exemption per se, is not possible 
under the Pennsylvania Constitution. 


communities in the area have local in- 
dustrial development corporations or 
other agencies financed by private sub- 
scriptions from local citizens which assist. 
in attracting new industry. Most of these 
communities also indicated that particu- 
lar attention is given to small business 
organizations. 


It is clear that many community ser- 
vices are rendered by various organiza- 
tions in the Northeast Industrial Area. 
Fourteen communities reported that as- 
sistance was given to industry in finding 
venture capital, subcontract opportuni- 
ties, raw materials, and the like. The 
assistance is fairly evenly divided as be- 
tween the various types and all but two 
communities offer more than one type 
ot assistance. It was found that 6 com- 
munities are willing to share the costs 
of conforming to air and water pollution 


laws and 22 will make provision for bet- 


ter roads, bus service, and water and 
sewer connections for new industries, 
some services being offered free of charge 
and others on a shared cost basis. It ap- 
pears fair to conclude that, for the com- 
munities that stand ready to cooperate 
in supplying such services, the job is 
being fairly well covered. This suggests 
that many other Northeast Industrial 
Area communities might be well advised 
to give serious attention to cooperative 
endeavor along these lines. 


The establishment of one or a group 
of technical community consulting or- 
ganizations for the region should be 
undertaken. In the beginning, some pub- 
lic aid will be essential, both in provid- 
ing the financial means of operation und 
in giving it (or them) adequate publicity. 
As their effectiveness increases, adequate 
resources are available in the community 
to support them on the basis of cost of 
services rendered and at that time local 
or state aid should be eliminated. 


Community Practices 

Finally, this study has indicated that 
the communities in the area could prob- 
ably profit much more than they have by 
utilizing the various kinds of promotional 
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techniques available to them. The data 
indicate that only 17 of the communities 
have made any organized effort to evalu- 
ate their respective assets and to make 
them known to interested prospects. Only 
10 communities have published any in- 
formation on the transportation services 
in their areas and three of these surveys 
were published prior to 1950. Only 12 
communities have compiled lists of indus- 
trial prospects. Twelve indicated that 
they have an industrial brochure which 
they mail to industrial prospects. Only 
9 of these follow up with additional liter- 
ature and promotional effort at regular 
intervals. A few, however, have conducted 
active campaigns over a period of years 
with results which obviously justify the 
effort and expense. 


Continued activity by the Pennsylvania 
Department of Labor and Industry 
through the Bureau of Employment Se- 
curity is also to be recommended. The 
availability of sound reports and the dis- 
semination of research and promotional 
materials, as in the case of “25,000 Jobs” 
and this report itself provide both pub- 
licity and the basic data essential to “sell” 
the area. Similarly, the work of the De- 
partment of Commerce as the principal 
contact with firms seeking new locations 
should be maintained or further ex- 
panded and implemented. 


CAPITAL AND CREDIT FACILITIES!* 


In the Northeast Industrial Area of 
Pennsylvania, as everywhere, there is a 
close relationship between the economic 
activities of the area and the character 
of the capital and credit facilities and 
functions available. Here, the economy 
is inextricably associated with the an- 
thracite industry and service industries 
of all types, including banking, have 
assumed a form suited to this pattern 
of activities. Thus, the recent history of 


“The work on the Northeast Industrial 
Area Project dealing with financial influ- 
ences in the development of and the finan- 
cial capacity of that area has been shared 
by Dr. Stanley F. Chamberlin, Associate 
Professor of Finance of the Temple Uni- 
versity School of Business and Public Ad- 
ministration, and Dr. William J. McKenna. 


capital and credit developments in the 
Northeast Industrial Area as well as the 
very form of the banking system of the 
area, both are largely a story of adjust- 
ment to the changing character of the 
anthracite economy. 


A detailed analysis of the entire bank- 
ing system of the area for the period 
1910 to 1950 clearly demonstrates the 
changing character of banks and banking 
structures and the related shifts in the 
methods of providing capital and credit 
in the area. The data indicate a pattern 
of growth from 1910 to 1929 or 1930, the 
predepression high, followed by a sharp 
depression decline for the area as a 
whole. During the depression years, the 
trend was marked by many failures and 
some consolidations. During World War 
II and subsequently, the pattern was re- 
versed sharply, and levels of activity 
above those of the predepression period 
were attained in nearly all cases. Under 
recent federal and state hanking legisla- 
tion, the ability of banks to make loans 
has increased for the 12-county area over 
the peak of 1929 or 1930. However, the 
ability of banks to extend credit to any 
one customer has been decreased by vir- 
tue of the total reduction in capital and 
surplus both on an individual and col- 
lective basis. 


The changing credit situation in the 
area is clearly revealed by the decrease 
in the value of the loan and discount 
account after 1929. This decline was 
compensated by a sharp rise in the in- 
vestment account of banks in government 
securities, and this, in turn, was in line 
with the national trend. Subsequent to 
1945, however, investments in govern- 
ment bonds declined in the area, while 
loans and discounts increased, though not 
by an equal amount. The volume of mort- 
gages and individual credit was the prin- 
cipal element in this increase though 
commercial loans were expanded sharply. 


The high concentration of time as a 
percent of total deposits which exists in 
nearly all banks of the area is a signifi- 
cant clue to the character of commercial 
operation. For example, in 1950, time 
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deposits represented nearly 60% of total 
deposits for all banks of the Northeast 
Industrial Area, a proportion more than 
25 percentage points greater than the 
United States average of 32.5%, and the 
Pennsylvania average of 33.8% for the 
same year. The existence of such a high 
ratio of time deposit also poses a definite 
limit upon the ability of the banks of the 
area to extend credit for short-term com- 
mercial needs. An analysis of many of 
the individual banks of the area revealed 
an even higher ratio of time to total 
deposits. In the cases only of several of 
the largest banks of the area were lower 
percentages observed, and these were 
from 10 to 20 percentage points above 
the State average. By far the majority 
of all banks showed a ratio in excess of 
60% time to total deposits throughout 
the period. 


Other sources of credit for the indus- 
tries of the area do exist. These include: 
insurance companies, the conventional 
money market, government credit agen- 
cies, and community self-help plans. In 
the aggregate these sources may provide 
a substantial amount of credit for the 
area which would not otherwise be avail- 
able through the conventional bank credit 
channels. 


There is an adequate basis for the ex- 
tension of credit to individuals and com- 
mercial and industrial enterprises in the 
area. The present need is for “growth” 
enterprises which would be attractive to 
those agencies dealing in credit. The 
charge so frequently heard, that the area 
lacks available credit, ignores the fact 
that any enterprise which shows reason- 
able promise of success can get needed 
credit, and this generalization applies not 
only to industrial working capital but 
also to longer-term plant and building 
funds. Credit is available in more than 
sufficient volume to satisfy the needs of 
all growth enterprises on a local and/or 
national basis. 


No promising industry has avoided 
locating in the Northeast Industrial Area 
because of the fear of credit limitations. 
Rather the failure of new large-scale 


enterprises dependent upon the area for 
financial service to locate there and to 
utilize the credit facilities, once there, 
has been a factor in restricting the de- 
velopment of local bank credit facilities 
and/or the banking structure in recent 
years. Therefore, all valid inducements 
to influence industries to locate in the 
area and to utilize local facilities for 
credit should be attempted if a full-scale 
development of the local credit structure 
is to be attained. 


One element which has restricted the 
pattern of growth of the existing local 
banking structure appears to be the use 
of banking facilities outside the area for 
major credit operations and, in fact, for 
all but minor working or operational in- 
dustrial accounts. It is therefore sug- 
gested that the area banks seek to deter- 
mine industrial needs and aim to meet 
them. Similarly, business, both branch 
and local establishments in the area, 
would do well to place greater reliance 
on the local banks, centering more of 
their financial operations in these institu- 
tions. This would increase the demand 
deposit ratio of the banks of the area, 
and would thereby increase their ability 
to extend short-term commercial credit. 


Notable progress has been made by 
the various community self-help agencies 
of the area. These agencies have pur- 
chased land, financed factories, and pro- 
vided transportation and other facilities 
for new industries of the area. These 
agencies, however, are limited by the lack 
of available funds, It might be helpful 
if the efforts of these community agencies 
were assisted by the creation of munic- 
ipal authorities, having limited borrow- 
ing power which could be made available 
for loans to the industrial and economic 
enterprises of the area. These loans could 
either supplement the credit available 
through conventional channels or organ- 
ize and use it and, thus, in the long run, 
increase the deposits and credit capacity 
of the banks in the area. 


A growing industrial community will 


never face a shortage of credit, while a 
declining community will always be 
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plagued by it. Banks and other credit 
agencies have the function of providing 
funds for growth, not for rescue opera- 
tions. Thus, the first need of the com- 
munities composing the area is to exploit 
their present advantages. Credit supplies 
are now adequate and the potential is 
more than sufficient to meet the present 
needs of the community. 


TRADE}15 
Retail Trade 


Retail trade sales volume expanded 
throughout the period on an absolute 
basis in the Northeast Industrial Area, 
as well as in Pennsylvania and the United 
States as would be expected in view of 
changing economic trends. The number 
of establishments, however, decreased 
sharply in the Northeast Industrial Area 
and slightly in Pennsylvania, while in- 
creasing in the United States generally. 
When these data are compared it is clear 
that the Northeast Industrial Area has 
not shown as large a growth rate in sales 
as either the state or the nation, but it 
must be remembered that the area expe- 
rienced a decline in total population and 
reported a less than average increase in 
income per capita. These additional data 
suggest that the trends as between the 
three areas would be different by virtue 
of the fact that both the state and par- 
ticularly the area show many of the 
characteristics of economic maturity. 
With this consideration in mind, it is 
evident that the rate of growth in the 
area has been greater than was to be 
expected relative to that for both the 
United States and Pennsylvania. 


When sales per unit and per person 
are compared, the result is indicative of 
a relative change in structure in retailing 
as between the area, the state, and the 
nation as a whole. The area has consist- 
ently reported lower sales per unit than 


The Marketing Analysis for the North- 
east Industrial Area Project was developed 


_principally by Dr. Myron S. Heidingsfield, 


Chairman of the Department of Marketing 
of the Temple University School of Busi- 
ness and Public Administration. He was 
assisted by Mr. Fdward Cassell and Mr. 
Thurston H. Graden. 


either the state or the United States. 
However, the relative position of the area 
was improved both by comparison with 
the United States and Pennsylvania dur- 
ing the past decade. The data seem to 
indicate a small change in structure, i.e., 
consolidation and development of larger 
units for sales purposes. 


As suggested earlier, the shifting em- 
phasis from mining to manufacturing, 
and the alteration of the character of 
certain of the economic service industries 
has been responsible for parts of the 
strength revealed by the area. Probably 
the principal factor, however, has been 
the high national income and the close 
relationship of a considerable part of 
this area to the tourist industry where 
increases in income are responsible for 
considerable acceleration in trade. 


Wholesale Trade 


The data for wholesale trade indicates 
that there was a considerable increase in 
the number of establishments, employees, 
and sales volume throughout the period, 
much greater than might have been ex- 
pected in view of other economic trend 
data examined. During the period, the 
growth in number of establishments and 
sales were somewhat greater than the 
average for either the state or nation. 
However, the average size of operation 
per unit has grown smaller over the 
period. This was to be expected in view 
of the rapid expansion of outlets by com- 
parison with both the United States and 
the balance of the State of Pennsylvania, 
The relative changes in these patterns 
suggest that the region’s potential is 
relatively less than in other expanding 
areas. 


Market Areas 


Obviously, one of the major functions 
of the trade services is to supply manu- 
facturing and other similar operations in 
the region and, at the same time, to dis- 
pose of their products. It is clear from 
an examination of a sample survey of 
the establishments in the area that 72% 
of the total supplies used by businesses 
within the region are obtained from 
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within the immediate six-state area, in- 
cluding Pennsylvania, New Jersey, New 
York, Ohio, Delaware, and Maryland. 
Actually, the principal sources of supply 
for this area are almost equally divided 
between the Commonwealth of Pennsyl- 
vania itself and the five-state area imme- 
diately about it. 


Significantly, a similar generalization 
also follows for the markets for area 
products. More than 56% of the total 
product of the area is disposed of within 
the State of Pennsylvania. An additional 
23% of the total is disposed of in the 
five-state peripheral area while less than 
21% goes outside this six-state area. 
Thus, it is clear that a large part of the 
manufacturing operations in the North- 
east Industrial Area are geared primar- 
ily to certain local or regional markets 
rather than to national markets. This is 
to be expected in view of the fact that a 
large number of the major installations 
are branch operations at sites designed 
to supply this particular market area. 
Others, i.e., the small manufacturers, are 
principally local enterprises. The only 
real exceptions to this generalization are 
the anthracite coal, textiles and apparel 
and certain of the metal products indus- 
tries, the products of which are sold 
widely throughout the United States and 
in some cases internationally, The im- 
portance of apparel and metal products 
industries although not yet as great as 
textiles and apparel either relatively or 
absolutely, has increased rapidly during 
the past decade.. 


BUSINESS DECISION SURVEY 


A considerable survey of business atti- 
tudes and decisions has led to the devel- 
opment of some conclusions concerning 
the region. The first group surveyed were 
firms which have removed from the area. 
Among those firms, the principal objec- 
tions to operating in the Northeast In- 
dustrial Area were stated as: (1) high 
costs, (2) lack of steady work, (3) ab- 
sence of diversification in industrial op- 
erations, (4) insufficient female help, (5) 
inadequate income, and (6) lack of coop- 


eration from local service organizations. 
Perhaps the most important items noted 
both quantitatively and from the view- 
point of possible adjustment were: (1) 
lack of adequately skilled labor and 
labor-training facilities within the region, 
and (2) the related factor, high overhead 
and operating costs associated with the 
high wage requirements within the 
region.16 A number also indicated the 
absence of local service organizations in 
advertising, sales consulting, engineering 
methods, and the like, to provide assist- 
ance for small firms. 


The second group surveyed included 
those firms which have inquired about 
the possibilities of locating within the 
region during the past five years. Among 
the principal reasons given for not com- 
ing to the anthracite area by such firms 
were: (1) the fact that they had plants 
in other locations which served the same 
purpose, (2) prohibitively high costs, (3) 
the existence of highly unionized labor 
force which poses a major problem in 
industrial relations, (4) the lack of a 
good or experienced labor force and the 
lack of certain skills within the region, 
(5) the lack of water, and (6) the lack of 
overall planning for proper community 
development. 


The third group surveyed consisted of 
those firms now operating within the 
area, Perhaps the most common reason 
given for remaining in the Northeast 
Industrial Area is that the market within 
the region has contributed to the con- 
tinued growth of the business. This was 
cited by more than a quarter of all those 
persons interviewed. Significantly, in only 
a small number of cases were any com- 
munity advantages, other than local mar- 
kets, cited. In less than 10% of the cases, 
raw material and labor supply were 


Many of these items seem to contradict 
the general findings presented elsewhere 
in the study. These are evidence of one 
firm’s experience or the thinking of pclicy 
officers in these corporations. In these 


cases, the facts are true as stated under‘ 


the circumstance cited. The cases, how- 
ever, are at variance with general experi- 
ence. No pattern by type of industry nor 
by area was discernible in these responses. 


‘ m 
i re 
m 
m 
fe 
4 it 
of 
j ay 
m 
in 
fe 
n 
ir 
i te 
| 
t 
oO 
n 
i 0 
I 
| 
] 7 
| 
i 
‘ 
| 
| 
| 


AN ECONOMIC BASE STUDY 35 


mentioned as attractive elements. 


This latter survey also included a 
request for opinions on factors which 
might be considered as important in 
making the area a more attractive place 
for industry to locate. Chief among the 
items cited was the need for development 
of new industry within the region, both 
to provide a market and to utilize the 
available supplies of labor there. In a 
number of instances, the need for the 
improvement of roads and other highway 
facilities was also cited. A considerable 
number of respondents also cited the 
need for special aids for small business, 
including the development of various 
types of service organizations to provide 
specific assistance on legal, technical, or 
other matters on a part-time basis and 
to aid in obtaining defense sub or prime 
contracts on a favorable basis. Similarly, 
the development of internal community 
organizations for selling its products 
nationally and within the region itself 
were indicated in a considerable number 
of instances, 


INDUSTRY STUDIES!7 


Detailed surveys of all of the principal 
manufacturing industries operating with- 
in the area were conducted. A list of 
conclusions from each of the studies 


"7The Industry Sections were subdivided 
for development. W. Roy Buckwalter, 
Chairmen of the Management Department, 
and Kenneth A. Middleton of the Statistics 
Department of the Temple University 
School of Business and Public Administra- 
tion, supervised the preparation and edited 
the heavy Manufactures Section. Mr. Mid- 
dleton and Harold M. Haas of the Manage- 
ment Department prepared the Primary 
Metals, Fabricated Metal Products, Ma- 
chinery, except Electrical, and Ordnance 
and Accessories Industry Studies and Mr. 
Middleton and Guy C. Gramley, Jr., of the 
Statistics Department prepared the Elec- 
trical Machinery, Equipment and Supplies, 
and the Stone, Clay and Glass Industry 
Studies. 

Nathaniel Jackendoff of the Temple Uni- 
versity School of Business and Public Ad- 
ministration supervised the preparation of 
and edited the Light Manufacturers Sec- 
tion. He wrote the Food and Kindred 
Products, Cigar, Lumber and Lumber 
Products, except Furniture, the Furniture, 
Paper, and the Printing and Publishing In- 
dustry Studies. Ingrid Hahne, also of the 
Economics Department of the Temple Uni- 
versity School of Business and Public Ad- 
ministration, wrote the Textile and Ap- 


would require more space than would 
serve any useful purpose here. Conse- 
quently, only the principal findings as 
related to area development will be pre- 
sented. Detailed conclusions for all in- 
dustries individually may be found in 
the research sections of this study, avail- 
able on request from the Pennsylvania 
Bureau of Employment Security, Harris- 
burg, Pa. 


Anthracite Mining 


The anthracite coal industry has been 
the key economic factor in the develop- 
ment of the Northeast Industrial Area. 
It also appears to have been a major 
influence in the pattern of community 
development. The anthracite industry 
began to decline during the period of 
the first World War and this trend, with 
minor fluctuations, has continued since 
that time. Repeated efforts of the indus- 
try to fmd new markets or methods of 
preserving its place as an expanding in- 
dustry have been of little avail to date, 
and already the loss of employment has 
affected labor supply and shifted empha- 
sis from mining to manufacturing. 

Continuation of this downward trend 
undoubtedly will have further serious 
consequences for the economics of the 
anthracite counties. While the substantial 
growth of the apparel and to a lesser 
extent that of the textile industries has 
helped the anthracite counties economic- 
ally in that it has lessened the impact of 
the loss of miners’ income, it has done 
so primarily by employing women and 
not by providing work for displaced 
miners. A further substantial decline in 
male employment, consequently, might 
conceivably so disrupt the economic bal- 
ance as to undermine the basis even for 
the newer industries, While there are 


parel, Leather and Leather Products, and 
the Chemical Industry Studies. 


Theodore Bakerman, Research Associate 
of the Bureau of Economic and Business 
Research, supervised the preparation of 
and edited the Non-Manufacturing Indus- 
try Studies Section. He wrote the Anthra- 
cite Industry Study. Marian R. Meinkoth 
wrote the Recreation Industry Study, 
Rosella James wrote the Construction 
Study, and Rosamond J. Sanderson wrote 
the Agriculture Study. 
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factors which point to a continuation of 
this declining trend there are other fac- 
tors and possibilities which have led to 
the observation that it is not necessarily 
inevitable. 


Present research gives some evidence 
to support a forecast of an ultimate in- 
crease in operations over a long period 
of years. One must note, however, that 
this increase does not appear to depend 
upon residential consumption for space 
heat, but rather upon the development 
of industrial uses for the product. Sev- 
eral possibilities include the development 
of chemical facilities within the region 
to use anthracite silt and/or culm as 
well as the fine sizes in the manufacture 
of heavy chemicals and other raw mate- 
rials. This development, which could well 
be associated with the manufacture of 
plastics would not only provide a market 
for anthracite, but also a stimulus for 
further growth in manufacturing em- 
ployment, though at present prices, this 
operation is not competitive nor prac- 
tical. 


A further operation which may ulti- 
mately become practical is the develop- 
ment of synthetic fuels from anthracite. 
This process is also related to the chemi- 
cal industry and provides a further by- 
product basis for its establishment. 
Moreover, this expansion of the chemical 
industry as a result of the redevelopment 
of coal would provide new employment 
in related fields as well as a basis for 
expanding and maintaining total employ- 
ment in the anthracite industry itself. 
Operations in this direction thus serve a 
dual purpose. First, they stimulate in- 
dustrial growth and provide a base for 
expanding new employment, and, second, 
they are a good first step in rehabilitat- 
ing or redeveloping the basic industry of 
the area. Considerable assistance may be 
necessary over the short run to assist 
in meeting the irregularity of present- 
day employment based primarily upon 
the market for anthracite coal as well 
as to maintain the operating companies. 
Further, the present price policy in the 
anthracite industry is not realistic in 


view of presently changing market 
trends. It will be even more unrealistic 
if the changes suggested occur. Some 
readjustment of the price structure in- 
volving reductions in the price for the 
larger sizes and increases for the fine 
sizes would appear to be more realistic. 
Although this would be a distinct re- 
versal of market policy for the industry, 
it recognizes the shifting market and 
approaches the problem realistically in 
industry terms. 


The development of more efficient pro- 
ductive equipment so as to increase out- 
put per man-day, permitting an overall 
reduction in the price level would be 
helpful. Federal or state assistance in 
meeting the problem of inundation of 
reserves will also be helpful as well as 
a factor in reducing costs. It would also 
help to sustain production in some areas 
by making the recovery of some addi- 
tional reserves possible, thus spreading 
the problem of readjustment over a 
longer period. 


Textiles and Apparel 

The textile industry has long been a 
factor in the economic life of the North- 
east Industrial Area of Pennsylvania. 
Historically, a parasite industry in terms 
of labor operation, it was attracted to 
the coal areas originally by virtue of the 
low and irregular wages of coal miners. 
Because of the large labor pool there, 
because of its historical position in the 
region, and because of its situation rela- 
tive to the New York market area, this 
industry has continued to exist in the 
region, and, with the development of 
highly mechanized spinning and weaving 
equipment, improved its position during 
the early years of the 20th century. 
Since then, significant fluctuations have 
been evident and the trend has recently 
turned downward. In recent years, it has 
been supplemented by the apparel and 
apparel products industry, which requires 
facilities and labor of the same type 
essential to the textile industry. 

Further expansion of the textile in- 
dustry in many sections of the region 
appears to be highly improbable on two 
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counts. First, the industry is no longer 
competitive in wage payments with other 
employers of female labor, including 
electronics and metals and metal prod- 
ucts, and consequently, is unable to com- 
pete for labor within the region itself. 
Moreover, the present programs of in- 
dustrial attraction, if successful, will 
serve to further reduce the competitive 
situation of these industries by increas- 
ing wage competition further. Further- 
more, these industries are also employers 
of female labor in many instances and 
this helps to complicate the labor picture 
by creating a shortage of female help. 
Second, industrial attractions offered by 
other areas closer to raw material supply 
have diminished the competitive ability 
of the area in this field. 


Metals and Metal Products Industries 


The metals and metal products indus- 
tries have grown rapidly during the last 
decade in the Northeast Industrial Area 
of Pennsylvania. These industries show 
significant promise of success and a con- 
siderable ability to adjust to the presently 
expanding market. The redevelopment of 
the area and extent of the American 
market and the placement of highly cen- 
tralized and integrated steel-production 
facilities as well as machine products 
industries in the Delaware River Valley 
area will provide both a natural market 
area for the products and a ready supply 
of raw materials somewhat closer to the 
Northeast Industrial Area counties than 
their present sources. This large-scale 
development in the Delaware River Val- 
ley is also important to the Northeast 
Industrial Area which lies on its peri- 
phery, in another way. Though it will 
not have an important direct effect in 
increasing the total manufacturing oper- 
ations in those counties, it is a factor 
which must be considered in any overall 
planning for the use of facilities within 
the State of Pennsylvania. 


Concluding Observation on 
Industry Development 

These industry groups constitute the 
present primary industries of the region. 


Together, they utilize two-thirds of all 
employees and are responsible for more 
than that portion of the total value of 
product. Anthracite and textiles are de- 
clining, though the former seems to offer 
some promise of future stability and 
possibly some growth, depending upon 
new developments. Apparel, metals and 
metal products, and the chemical indus- 
tries are now expanding and it appears 
that this region offers these industries 
certain real locational advantages. They, 
therefore, should be given real encour- 
agement in any program of development. 


It must be noted that certain other 
manufacturing industries are also prac- 
tical and have operated successfully with- 
in the region. They, however, find no 
great advantage in operations located in 
this area and hence have not ben con- 
sidered as basic to this proposal for 
redevelopment. 


RELATIONSHIP OF THE NEIA AND 
THE SOUTHEASTERN INDUSTRIAL 
BELT OF PENNSYLVANIA 


Any analysis of the economy of the 
Northeast Industrial Area must include 
some consideration of the peripheral 
effects of the developments in the South- 
eastern Industrial Belt of this Common- 
wealth. Long a center of light manufac- 
tures and trade, the Philadelphia area 
has recently begun to develop some heavy 
manufactures, a trend which, in the light 
of the establishment of steel industry 
facilities in the Delaware River Valley, 
gives promise of accelerated growth. 
Characteristically, the Philadelphia mar- 
ket area has been related to the western 
and southern market areas as well as to 
New York. Although the anthracite coun- 
ties have supplied large amounts of fuel 
for the Philadelphia market historically, 
with the exception of the south central 
counties, they have not otherwise been 
closely related to it. Recently, the decline 
in the market for anthracite has tended 
to reduce the former relationship. 


A much closer relationship seems to 
exist between the anthracite area and 
the Allentown-Bethlehem-Easton Indus- 
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trial Belt. Labor has moved (and still is 
moving) from the anthracite region into 
the area, many on a daily commutation 
basis. Supplies of raw materials for 
manufactures are obtained reciprocally. 
Moreover, emigration from the North- 
east Industrial Area, particularly the 
Lackawanna-Luzerne County areas, has 
been accelerated since World War II and 
this movement has been largely restricted 
to skilled male labor in the metal trades 
and construction. Although some of this 
migration is temporary in nature, a large 
part of it will probably be a loss to the 
coal region because of long-term em- 
ployment opportunties elsewhere. 


A close relationship also exists be- 
tween the northern counties of the North- 
east Industrial Area and the New York 
City market area. The primary import 
of this latter center in the textile and 
apparel trades has made it the principal 
outlet for the product of the Northeast 
Industrial Area. Further, anthracite coal 
has also flowed heavily to this market 
and, accordingly, transportation facilities 
have so developed as to bring into focus 
the reciprocal economic forces of these 
regions. This emphasis, although some- 
what lessened as a result of recent in- 
dustrial diversification in the Northeast 
Industrial Area and decreased use of 
anthracite, is still strong. However, to 
the degree that further developments in 
new lines become more important, the 
relationship will, of necessity, be further 
modified and reconstituted to conform to 
the new economic pattern. In such shifts, 
it may be expected that the Southeastern 
Area of this state will gain more than 
other areas in the short run, but the 
longer-term picture is not so clear. 


Consequences of the Southeastern 
Industrial Belt Development 


The creation of a steel production cen- 
ter in the Delaware River Valley north 
of Philadelphia will have a tremendous 
effect upon the economy of Pennsylvania 
and nearby Atlantic coastal states. An 
increased supply of steel in this market 
area may operate to reduce raw material 
costs in the eastern market area. Fur- 


ther, many new industries both supple- 
mentary and complementary to steel 
production will be attracted to this area. 
Experience in Bucks County adjoining 
Morrisville to date gives strong support 
to this observation. Not only construc- 
tion, but new industries of all types in- 
creasing consumer services have placed 
much greater demands on the labor force 
than the newly established steel facili- 
ties. Estimates of current and future 
employment requirements prepared by 
the Pennsylvania State Employment Ser- 
vice indicate that this situation may be 
expected to prevail throughout the period 
of development. 


This Delaware River Valley develop- 
ment, except in the cases of direct supply 
will not have material effect on the 
economic development of the Northeast 
Industrial Area. Most of the requirements 
of the small metals and metal products 
industries are met by the steel ware- 
houses of the area because steel is not 
used by them in quantities that warrant 
direct purchase. Transportation costs of 
steel therefore are not a vital considera- 
tion to these industries. To the extent 
that the price becomes more competitive, 
however, new industries of this type may 
be attracted to the Northeast Industrial 
Area which has been shown to be in a 
generally favorable position on a number 
of other counts. Thus, in the long run, 
the effects may well be greater than 
presently indicated, particularly if de- 
fense pressure is maintained for some 
time after the opening of the first plant 
at Morrisville. 


The rapid increase in population within 
the Delaware Valley as a result of this 
new development along with the rise of 
new industries will provide some new 
demand for fabricated products in this 
area. Such increased demand may result 
in further increases in production re- 
quirements for fabricated metals and 
metal products of the Northeast Indus- 
trial Area. As was suggested in the 
transportation section of this survey, 
improvement of both highway and rail 
facilities will be essential to maximize 
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this relationship. The related growth of 
complementary industries in the peri- 
phery of the Allentown-Easton-Bethle- 
hem area resulting from this program 
will be likely, however, to have a greater 
effect upon the development of the North- 
east Industrial Area than the Delaware 
River program itself, by virtue of its 
geographic position, 


The consumers of metal alloys in the 
Northeast Industrial Area will continue 
to secure their supplies from Pittsburgh, 
Harrisburg, Steelton, or Conshohocken 
since the present plans include no provi- 
sion for broad or specialized manufac- 
ture of such materials. As capacity is 
increased with resulting diversification 
of plant and manufactures, this could 
change in the long run. This would be 
particularly true if capacity in these 
lines were increased in response to suffi- 
cient demand to warrant large-scale out- 
put and hence competitive pricing. 


One of the more significant elements 
in these relationships is the demand for 
skilled labor. As was shown earlier, there 
has been a considerable out-migration of 
workers from the anthracite region since 
1940. The movement has not been con- 
sistent, but rather has fluctuated up and 
down reaching a peak during World War 
II and another in the months following 
the Korean crisis. The development of 
new employment opportunities will al- 
ways provide a means of attracting labor 
force to an area. In this case, the lack 
of new opportunities on a scale commen- 
surate with unemployment in the North- 
east Industrial Area during a period of 
labor shortage and rapidly accelerating 
wage levels in heavy industry in the 
Southeastern Area of the State stimu- 
lated out-migration or daily commuting 
over long distances to take new employ- 
ment. During 1952 to date, for example, 
more than 1,500 workers from the North- 
east Industrial Area have been working 
in the Bethlehem-Allentown area while 
about 1,200 have been employed in the 
Morrisville area. In the former case, a 
large proportion were commuters while 
in the latter, temporary residence or 


actual emigration had taken place. 


An increase in job opportunities in the 
Southeastern Industrial Belt will be of 
some consequence in relieving unemploy- 
ment in the anthracite region. Temporary 
jobs, as in construction, do not offer the 
same inducement as permanent, indus- 
trial jobs though this type of employ- 
ment characteristically calls for a mobile 
work force and personnel skilled in these 
lines customarily follow the job oppor- 
tunities. The long-run plans for develop- 
ment in this area, however, suggest that 
many of the opportunities even in con- 
struction are of a semi-permanent nature. 
Industries are currently recruiting per- 
sonnel of both classes actively in the 
area as well as through the personnel 
offices at the plant site. Thus, the most 
immediate effect of the Delaware River 
Valley development program will be to 
help draw off unemployeds by offering 
new job opportunties which will stimu- 
late emigration. 


One consequence of this Philadelphia- 
Morrisville or Allentown - Bethlehem - 
Easton migration of male labor has been 
that it robs the Northeast Industrial 
Area of a skilled labor potential, an ele- 
ment in which it is already short. This 
may restrict the rate of future growth 
and could conceivably prevent industrial 
expansion on a broad scale, in response 
to present demands. Thus, although a 
positive factor in one sense, the present 
heavy industry development in the Dela- 
ware River Valley Region is also a factor 
in weakening the competitive position of 
the Northeast Industrial Area. 


Another short-run consequence of this 
program has been the development of 
subcontract relationships between firms 
in the Northeastern and Southeastern 
sectors of the state. Although not of 
major importance, the need for expanded 
capacity in some lines has led to an in- 
crease in such subcontracts. These have 
required more nearly full utilization of 
facilities in the Northeast Industrial 
Area and have accounted for some in- 
crease in employment. However, the sub- 
contract plants generally »ecupy a mar- 
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ginal position and any cutback in total 
output will undoubtedly bring immediate 
cutbacks in such operations. 


In addition, the trade and service in- 
dustries of the Northeast Industrial Area 
will probably receive some additional 
stimulus from the expanding population 
in the Delaware Valley area. The recrea- 
tion sources of the Northeast Industrial 
Area offer a real attraction to the grow- 
ing population of the periphery. Already 
increasing, this industry should continue 
to become a more important producer of 
income with the growth of employment 
and income in this peripheral area. 


Thus, the principal factor in the de- 
velopments currently evident in South- 
eastern Pennsylvania is the growth of 
the iron and steel industry under the 
influence of an advantageous combina- 
tion of location factors. That this devel- 
opment will have considerable effect on 
the pattern of growth in the Northeast 
Industrial Area is obvious. Clearly, ex- 
pansion of the sort suggested in a new 
industry to this area, must stimulate 
some new growth and utilize the latent 
strength and potentials of the region. 
Provision of new markets, a better price 
position, and new capacity, all will oper- 
ate as forces for expansion in the area 
peripheral to the development. But, the 
attraction of skilled labor and the growth 
of related industries which will compete 
with those in the Northeast Industrial 
Area as part of an integrated produc- 
tion scheme, both will operate to reduce 
the ultimate position of the Northeast 
Industrial Area unless positive steps are 
taken to assure complementary develop- 
ments in that area. Thus, although the 
Northeast Industrial Area may expect to 
obtain real benefits from this develop- 
ment in the area may expect to obtain 
real benefits from this development in 
the short run, unless its leadership is 
aware of the implications of the present 
industrial shift and seeks to compensate 
it by the development of complementary 
industrial groups and markets, it could 
operate to retard the long-run rate of 
new growth and expansion there. 


The degree to which this pattern 
effects the area will vary in accord with 
the location of the primary markets of 
the various production centers. It would 
be more important to those sections 
dealing primarily in the Philadelphia 
market than to those related to New 
York or the middle and western sections 
of Pennsylvania. Even so, however, it 
will effect all parts of the Northeast In- 
dustrial Area directly, as the program 
evolves, to the extent that heavy industry 
and its components are among the basic 
production elements. 


INDUSTRIAL BALANCE AND 
INCOME PAYMENTS 


A review of the preceding economic 
analysis of the Northeast Industrial Area 
counties makes it clear that this area 
has heavier concentrations of certain 
occupations than either the United States 
or Pennsylvania. Similarly, the relative 
income per capita for this area is lower 
than for the State. Unemployment as a 
proportion of labor force was shown to 
be considerably greater than for either 
the state or nation. Obviously, the latter 
factor would help to account for the low 
income on a per capita basis. Whether 
there is any relationship between these 
factors and the disproportionate concen- 
trations of population in certain occupa- 
tions is not clear, however. Some further 
overall analysis of the manner in which 
the parts of the economy of the region 
was integrated was therefore attempted 
with a view to resolving that issue. 


A careful analysis of the economies of 
many states and nations gives some in- 
dication of the potential which any area 
may achieve, except that certain differ- 
ences normally result from position and 
the degree of fineness of resources and 
other inherent physical factors. The 
ranges established by such analysis for 
similar regions may be expected to es- 
tablish the relative degree to which in- 
dustrial balance has been achieved, if 
degree of labor force utilization and per 
capita income can be accepted as cri- 
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teria.18 These findings may be used to 
indicate some of the causative elements 
in the present situation of the anthracite 
counties as well as to suggest areas of 
development which could induce the 
greatest relative improvement. 


One of the significant factors in deter- 
mining the level of income in any area 
is the degree to which industrialization 
has been undertaken. Obviously, an agri- 
cultural economy partakes of self-suffi- 
ciency in many respects and, by virtue 
of its structure, reports a_ relatively 
small volume of monetary transactions. 
Agricultural economics, however, must 
also be analyzed in relation to the stage 
and pattern of production. Hand agri- 
culture as compared with mechanized 
production offer wide extremes, just as 
do highly specialized production as com- 
pared with widely diversified (self-suffi- 
cient) agriculture. The degree of special- 
ization is usually closely correlated with 
the degree of manufacturing and service 
operations undertaken. As the level of 
production in agriculture per worker 
rises, manpower and surplus product 
become available to stimulate greater 
specialization and diversification. Thus, 
the degree to which an area’s population 
is concentrated in agricultural pursuits 
may be taken as an inverse indicator as 
to the level of income per capita. By the 
same token, as the degree of concentra- 
tion in secondary and tertiary pursuits 
rises, income per capita may be expected 
to increase. 


Northeast Industrial Area and 
Pennsylvania Income Per Capita 
and Agricultural Employment 


Application of the above technique for 
measurement of the stage and pattern 
of industrialization to the 12 counties of 
the Northeast Industrial Area of Penn- 
sylvania gives one basis for evaluating 
the degree to which they have obtained 
economic balance. In 1940 the Northeast 


%’See Clark, Colin, Conditions of Eco- 
nomie Progress, Bean, L. H., Industrializa- 
tion and Per Capita Income, for a descrip- 
tive analysis of this approach to area or 
regional evaluation. 


Industrial Area and the State of Penn- 
sylvania both reported the same per- 
centage (6%) of the working population 
engaged in primary occupations. By 1950 
these proportions had decreased to 5.5% 
for Pennsylvania as a whole, and to 5.4% 
for the Northeast Industrial Area. 


Within the Northeast Industrial Area 
considerable differences were evident as 
between counties in the percentages of 
the working population engaged in agri- 
culture. In 1940 this proportion varied 
from 1.9% in Lackawanna County to 
32.9% in Susquehanna and. Wyoming 
Counties. The range was lower in 1950, 
ie. from 1.7% to 31.1% for the same 
counties. In all cases except Luzerne and 
Schuylkill Counties the proportion so 
employed declined from 1940 to 1950. 


This decline in the percentage of the 
working population engaged in agricul- 
ture in Pennsylvania and the Northeast 
Industrial Area is parallel to, though 
much less than, that shown from 1940 
to 1950 for the United States as a whole, 
as would be expected in view of the 
maturity of this State. See Table 4. For 
the United States, the decline of the 
percentage of the working population 
engaged in agriculture was from 18.7% 
in 1940 to 12.8% in 1950. As would be 
expected incomes rose sharply, and more- 
over, more than for mature areas such 
as Pennsylvania. 


In the Northeast Industrial Area of 
Pennsylvania there was an absolute de- 
cline in the proportion of the working 
population engaged in agriculture be- 
tween 1940 and 1950. This was accom- 
panied by an absolute rise in the number 
engaged in secondary occupations in all 
counties. An increase in tertiary occupa- 
tions was likewise reflected in most of 
the counties of the Northeast Industrial 
Area for the same period. In fact the 
increase in secondary and tertiary em- 
ployment was much more than the de- 
cline in agriculture and resulted from the 
development of industries which reduced 
total unemployment. It was, of course, 
accompanied by an increase in per capita 
income as would be expected in view of 
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the greater number and proportion em- 
ployed. No change was more than pro- 
portionate, however, because of the 
higher productivity and wage levels in 
secondary and tertiary occupations. It 
will also be noted that the increase was 
even greater where the rise in proportion 
of working population in tertiary pur- 
suits rose faster than in secondary occu- 
pations. 


Significantly the rise in the Northeast 
Industrial Area and Pennsylvania was 
less than in some other mature states 
and the level was lower at both the be- 
ginning and the end of the period. It 
appears, therefore, that some factor or 
factors within the state and area oper- 
ated to prevent its growth rate from 
keeping up with those for other mature 
areas, Accordingly, various occupational 
concentrations were correlated with 
changes in income to determine whether 
any relationship between them and the 
income function existed. A close relation- 
ship between the level and rate of change 
in income and concentration in both tex- 
tile and fuel mining was found to exist. 
Thus, if mining and/or textile manufac- 
turing utilize a disproportionate share 
of the total engaged in secondary occu- 
pations, then the per capita income would 
be expected to be lower than would be 
the case if these occupations were not 
the basic sources of secondary employ- 
ment. 


Both the mining and textile industries 
are confronted with problems peculiar to 
their operations. The lower per capita 
income of the textile worker is due to: 
(1) the extreme competitive nature of 
the industry, (2) the large percentage 
of female employees, and (8) the sea- 
sonal character of the industry. Per 
capita income of the workers in the 
mining industry is also low because (1) 
the declining consumption of anthracite, 
(2) the large number of operating mines, 
(3) low production per man-day worked, 
and (4) the short-work week of the 
miners. Thus, even though the Northeast 
Industrial Area has approximately the 
same percentage of its working popula- 


tion engaged in agriculture as Pennsyl- 
vania as a whole, it has a lower per 
capita increase than the Pennsylvania 
average. The same generalization applies 
to this state relative to others in the 
Middle Atlantic area and the United 
States as whole. 


Significant Factors in This Analysis 

An analysis of this data makes it clear 
that the Northeast Industrial Area al- 
ready has a greater concentration of 
workers in secondary pursuits and a 
lesser concentration in primary pursuits 
than either the United States as a whole 
or Pennsylvania. On the face of it, there- 
fore, one would expect the income per 
capita to be higher in this area. Within 
disproportionate concentrations in both 


the secondary group, however, there are 


mining and textiles, variables shown to 
be correlated with lower levels of income. 
Thus, it is clear that emphasis should 
be placed on stimulating other types of 
manufacturing activities in any redevel- 
opment or rehabilitation of the area. 
Expansion in these lines will help to 
stimulate the growth of the service 
trades. It must be noted that the relative 
decline in tertiary pursuits occurring 
during the preceding decade is due to the 
increase in total employment which was 
largely in secondary lines. 


RETAIL SALES AND 
EFFECTIVE BUYING INCOME 

Total retail sales and effective buying 
income are both measurements of growth 
or decline. A decline in the relative per- 
centage of population in an area will 
usually be reflected in a parallel decline 
in the relative percentage of total United 
States retail sales, and a corresponding 
decline in effective buying income. The 
pattern of total sales and effective buy- 
ing income of the 12 counties of the 
Northeast Industrial Area of Pennsyl- 
vania for 1940 and 1951 increased greatly 
between 1940 and 1951, but the retail sales 
of these counties as a percent of the 
United States total declined in most in- 
stances from 1940 to 1951. However, a 
decline in percentage of United States 
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TABLE 4 
Total United States Retail sesseer County Percentage Groupings 


Total United States Retail Sales 


1st 20% of 
United States 2nd 8rd 4th 5th 
Total 20% 20% 20% 20% 
Uriied States Counties ..............0.. 11 40 126 443 2453 
Northeast Industrial Area .............. 0 0 3 4 5 


Source: Rand McNally, Atlas and Marketing Guide, 83rd Edition, 1952, pp. 33-34. 


effective buying power was evident for 
all counties. 


Similar data for the most important 
cities in the Northeast Industrial Area 
of Pennsylvania indicates that the same 
trends are evident for them. It must be 
remembered, however, that total popu- 
lation declined by nearly 10% from 1940 
to 1950 while that for the United States 
increased by 14.5% and that for Penn- 
sylvania by 6.0%. Thus, the position of 
the area was relatively better at the end 
of the period than at the beginning. 


Northeast Industrial Area— 
Pennsylvania—United States 


A comprehensive analysis of retail sales 
for 1948 made by the Federal Govern- 
ment showed that most of the 12 counties 
of the Northeast Industrial Area of Penn- 
sylvania were included in the 51 counties 
whose total retail sales constituted 40% 
of the United States total. Three North- 
east Industrial Area counties (Luzerne, 
Lackawanna, and Schuylkill), however, 
were grouped in the third quintile; four 
(Monroe, Carbon, Columbia, and North- 
umberland) were in the fourth quintile; 
and, five (Susquehanna, Pike, Montour, 
Wyoming, and Wayne) were in the fifth 
quintile. 


This retail sales grouping of the 
Northeast Industrial Area counties is not 
unfavorable when compared to the group- 
ing of the 55 counties located outside of 


the Northeast Industrial Area of Penn- 
sylvania, or in the entire United States. 
See Table 4. 


Since 1948 the Northeast Industrial 
Area has not fundamentally changed its 
ranking in the total retail sales of the 
United States nor in the state. 


The Northeast Industrial Area has not 
displayed the same absolute growth trend 
as the United States as a whole. But the 
data shows that the leading counties of 
the Northeast Industrial Area have 
shown a greater relative change in retail 
sales than for the United States as a 
whole. On this basis one may conclude 
that the position of the Northeast Indus- 
trial Area in terms of sales and effective 
buying income has more than kept pace 
with the state and nation. Growth of 
diversified manufacturing and service in- 
dustries appears to have been primarily 
responsible for increased total employ- 
ment and income. One must remember 
that the reduction in total employment 
has been, in part, responsible for this 
change. Thus, although the growth poten- 
tial suggested must be discounted some- 
what, the strength of the area relative 
to both the state and the nation is evi- 
dent in its capacity to readjust. Clearly, 
there is a strong growth potential, and, 
so long as it tends toward diversification 
of manufactures and the growth of serv- 
ice trades, its growth rates should be 


relatively great. 
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CONCLUSION 


One conclusion stands out above all 
others as a result of this work. The 
Northeast Industrial Area of Pennsyl- 
vania, despite the decline of the anthra- 
cite coal industry, shows a considerable 
ability to readjust its production mecha- 
nisms to a changing economic structure. 
It should, therefore, be given all possible 
aid consistent with policy. Such outside 
assistance in combination with its own 
inherent ability to readjust should facili- 
tate its present growth rate in new eco- 
nomic areas and maximize the potential 
long-run economic gains for this area, 
particularly if these inherent elements 
of strength are supplemented and rein- 
forced by government, industrial and 
community efforts of the character sug- 
gested by these findings. 


No area of the state can or should 
expect public revenues to be spent on it 
independently of the resulting effects 
upon the commonwealth as a whole. Any 
state program which merely results in 
the expansion of the Northeast Industrial 
Area at the expense of other areas would 
hardly constitute a valid basis for ex- 


penditure. However, those programs 
which involve no direct state expendi- 
tures or which are self-liquidating, are 
in a different category. Moreover, to the 
extent that the local communities and/or 
involved industries launch programs de- 
signed to utilize the area’s potential no 
general state or federal expense is in- 
volved, 

However, no carefully planned expendi- 
ture programs which result in a gain to 
the commonwealth either directly or indi- 
rectly should be rejected automatically, 
until the gains have been balanced against 
the costs. Although no reckless expendi- 
ture of public monies has been contem- 
plated in this research, in evaluating any 
proposal this following criterion must 
be kept clearly in mind. The growth of 
socialization in the guise of public wel- 
fare is to be condemned wherever it 
develops. The force of any sound recom- 
mendation for public action must be to 
place the support of government squarely 
behind this distressed area in its efforts 
at self-development without, at the same 
time, superseding the institutions which 
have made Pennsylvania the greatest of 
the American industrial sites. 
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The September 1950 issue of the Bul- 
letin presented a new index of general 
business conditions in the City of Phila- 
delphia. This series, prepared by Robert 
T. Kline, and designed to reflect eco- 
nomic activity exclusively within the 
boundary of the city, was based upon a 
combination of statistical data repre- 
senting (1) industrial electric power 
sales; (2) indexes of employment and 
employee-hours; (3) department store 
sales!; (4) bank debits; and (5) total con- 
struction. Because the method of report- 
ing certain data is under revision by the 
originating agency, the change in aver- 
age weekly hours worked and the monthly 
change in total employment in the Phila- 
delphia metropolitan area, both prepared 
by the Pennsylvania Bureau of Employ- 
ment Security, have been substituted for 


1The revised index of Department Store 
Sales, published by the Federal Reserve 
Bank of Philadelphia, has been used in the 
composite index since October, 1951. The 
revised Wholesale Price Index, all com- 
modities, published by the BLS, is used be- 
January, 


1952 as a deflationary 
index 


r the Bank Debit Series. 


Philadelphia Business Index 


(2) above. This is a temporary expedient 
to maintain continuity of the index. The 
original data series will be restored after 
revision. 


The following table presents the index 
for the years 1939 through 1951 and by 
month from January, 1952.2 


Index of General Business Conditions, 
City of Philadelphia, 1947—100 


1952 
Year Index Month Index 
1939 73 Jan. 109.2 
1940 17 Feb. 108.2 
1941 96 Mar. 109.5 
1942 99 Apr. 108.3 
1943 106 May 110.5 
1944 106 June 110.2 
1945 98 July 108.3 
1946 100 Aug. 108.6p. 


p=preliminary 


2Robert T. Kline, “A Measurement of 
General Business Conditions in the City of 
Philadelphia,” Economics and_ Business 
Bulletin, School of Business and Public Ad- 
ministration, Temple University, Philadel- 
phia, Pa., September, 1950, pp. 33-40. 


BUSINESS ALUMNI CONFERENCE 


“BUSINESS PROBLEMS IN AN ELECTION YEAR?” is the theme for 
the Business Alumni Conference of 1952. The program will be held in Mitten 
Hall, November 21, 1952, from 2 p.m. to 5 p.m. 


The conference is designed to highlight many of the typical problems 


confronting business men in these times of war, inflation, and political unrest. 
The program will open with an address by an outstanding professional busi- 
ness man. Subsequently, at 3 p.m., concurrent panel sessions dealing with 
problems in accounting, marketing, and management will be held. A coffee 
hour will be held from 4 p.m. to 5 p.m. 

Because of the demand and limited facilities, it will be necessary to 
limit registration to 250 people, including only School of Business and Public 
Administration Alumni and their business associates. There will be no charge 
for registration. 
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